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FOREWORD 

Planning has assumed a great and ever-increasing im- 
portance in recent years. Indian thinkers and writers no 
less than Indian industrialists and administrators have given 
much thought to it and various plans have been published. 
The National Planning Committee under the Chairmanship 
of Pandit Jawaharlal Nehru, which was appointed by Sriyut 
Subhas Chandra Bose when he was President of the Indian 
National Congress, could not complete its work but collected 
a mass of material of great value to every one interested in 
the subject. The information so collected is being brought 
out in handy volumes by the Secretary of the Committee, 
Professor K. T. Shah. The Government of India has also 
taken a hand in planning. Certain leading industrialists 
of India published their plan about four years ago and Princi- 
pal S. N. Agarwal published his Gandhian Plan and Sriyut 
M. N. Roy the People's Plan. A great deal of literature on 
the subject has already accumulated and continues to be 
added to. The volume in hand is a critical summary and 
review, in compact form, of all these plans and enables the 
reader to got a comprehensive view of the various plans. 
It is not necessary to agree with the author in the views he 
has expressed about the various plans to be able to appreciate 
the value of his work which gives in a short compass the 
outstanding features of the different plans and the criticism 
to which they lend themselves. I have therefore much 
pleasure in introducing this volume by Sriyut D. S. Nag of 
the Govindram Seksaria College of Commerce, Wardha [now 
of the Govindram Seksaria College of Commerce & Economics, 
Jubbulpore], to the reader who will find it interesting. 

WARDHA RAJENDRA PRASAD 

llth April, 1948 



INTRODUCTION 

The plethora of literature on planning published in India 
may have created in the public mind a prejudice against all 
'paper plans'. It is therefore necessary at the outset to state 
clearly what this book is not rather than what it is. The book 
is not just another plan or even an essay in planning. Nor 
has it been written in a fault-finding spirit for I believe no 
plan as such can be perfect, and a plan is only as perfect as 
its execution. It is an appraisal of the various plans under- 
taken in a fact-finding spirit. Planners, like others, have 
their own predilections for certain ideals, patterns or systems, 
and such bias inevitably leaves its imprint on their handiwork. 
The authors of the Bombay Plan, for instance, have laid 
great stress on the development of large -scale industries. 
The People's Plan hinges mainly on the speedy nationaliza- 
tion of the means of production. 1 have tried to point out, 
basing my observations on the lealities of the economic situa- 
tion, why these objectives are not susceptible of optimum 
achievement. The lack of capital goods, which may possibly 
continue for at least another five years, renders impracticable 
the Bombay Planners' main recommendations. Similarly, 
the problem of payment of compensation with its highly 
inflationary effect brings into prominence the difficulties 
inherent in immediate nationalization. Planning worthy 
of the name should be realistic, precise and eminently practi- 
cable, and should always keep strictly within the bounds 
of economic probabilities. The present book has been written 
neither to praise nor to blame but to examine and appraise 
the various plans from this standpoint with the detachment 
and objectivity of the academic student of Economics. 

Each plan, no doubt, outlines a blue-print for the future. 
But no plan by itself gives a coherent conception of the 
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pattern of Indian economy which would emerge as the result 
of its successful implementation. Although this book is not 
the picture of a plan or a system, discriminating readers will 
nevertheless discern in it certain fundamental principles which 
are applicable to planning under Indian conditions. With 
the critical analysis and comparative study of the different 
plans provided in this volume, each reader can draw his own 
picture of the ideal plan, fill in the contours himself and 
form his own synthesis. The purpose of this book is not to 
provide a ready-made plan but to set the reader thinking 
for himself for, to stimulate widespread thought on the 
subject is indeed the first step in enlisting the intelligent and 
willing co-operation of the community in shaping a planned 
national economy. 

Two historic events have supervened since the inception 
of these plans, for most of them were formulated before the 
partition of the country and the dawn of Independence. The 
former has profoundly affected the entire Indian economic 
situation while the latter is bound vitally to influence the 
future. Though much has been written about the economics 
of partition, there has hardly been any attempt to assess the 
impact of partition on the problem and policy of national 
planning. The chapter on "Planning and National Unity" 
discusses this aspect of the subject at some length. The next 
chapter brings the book up-to-date by examining the New 
Industrial Policy of the Union Government, its inception, 
modification and final crystallization during the year. The 
concluding chapter discusses Planning in Free India and looks 
ahead to the future. 

I am deeply grateful to Dr Bajendra Prasad for bless- 
ing, my work. His gracious foreword to my previous 
book, Imperialisms in South-East Asia, encouraged me to 
write the present volume. I am also greatly obliged to 
Acharya 8. N. Agarwal, Principal of the Govindram Seksaria 
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College of Commerce, Wardha, whose Gandhian Plan is a 
significant contribution to Gandhian economic ideology and 
whose abiding interest and faith in planned economy on 
Gandhian lines has always been a source of inspiration and 
guidance to me. I acknowledge with pleasure my indebted- 
ness to my students, whose Planning Study Circle thrashed 
out for me the salient features of the Bombay, the People's 
and the Gandhian Plans. And lastly, I must mention that 
without Shri S. C. Basal's unfailing co-operation and my wife's 
constant help, my task would have been indeed very difficult. 

JUBBULPOBB D. S. 

1st January, 1949 
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CHAPTER I 

THE NATIONAL PLANNING COMMITTEE 

On the initiative of the then President of the Indian 
National Congress, Sjt. Subhas Chandra Bose, a conference 
of the provincial Ministers of Industries and their advisers 
was held in Delhi on the 2nd and 3rd of October, 1938. This 
conference came to the conclusion that the problems of poverty 
and of unemployment, of national defence or of economic 
regeneration in general, could not be solved except through 
large-scale industrialization. This conference, for the first 
time in the history of Indian Economics, recognized the need of 
a comprehensive scheme of national planning, and in one of 
its resolutions specifically stated that the scheme should 
provide for the integrated development of heavy and key 
industries, medium- scale industries and cottage industries, 
keeping in view our national requirements and resources, 
as also the peculiar circumstances prevailing in the country. 

In order to implement its decisions the conference ap- 
pointed a Planning Committee. Without going into de- 
tails about the constitution and personnel of the various 
committees and sub-committees, it will suffice to say that 
under the dynamic and inspiring chairmanship of Pandit 
Jawaharlal Nehru and with the veteran economist Prof. 
K. T. Shah as General Secretary, the National Planning Com- 
mittee opened a new chapter in the economic history of 
India. It was the very first attempt of its kind on the part 
of any official or non-official body to examine the fundamen- 
tal economic problems of the country and to draw up a co- 
ordinated plan for our national economic regeneration. We 
may leave out, for the purposes of our present study, the or- 
ganizational aspect of the Committee or the hazards and 
difficulties which faced it from the very start. We must, 
however, mention that the Second World War demarcated 
the work of the National Planning Committee into two dis- 
tinct phases : pre-war and post-war. In the post-war period, 
new problems and complications invaded the economic life 
of the country already convulsed by the tremendous impact 
of a global war ; and the Government as well as industrialists 
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and political parties began to formulate and publicize 
their own separate plans for the reconstruction of the country. 
The National Planning Committee had therefore a very deli- 
cate task to perform in mobilizing public opinion in the chaos 
and confusion created by the competing plans with their 
conflicting ideologies. We shall discuss below some of the 
fundamentals of economic planning as accepted by the 
National Planning Committee. 

The Objectives 

There is at present a bewildering multiplicity of counsel 
about planned economic development. Some plead for in- 
creased production, while others emphasize equality of distri- 
bution. If one school of thought considers agrarian reform as the 
supreme need of the hour, another school prescribes massive 
industrialization as the only solution of the basic problem of 
poverty. The National Planning Committee however de- 
fines planning thus : " Planning under a democratic system 
may be defined as the technical co-ordination by disinterested 
experts, of consumption, production, investment, trade and 
income distribution in accordance with social objectives set 
by organs representative of the nation. Such planning is 
not only to be considered from the point of view of economics 
and the raising of the standard of living, but must also in- 
clude cultural and spiritual values and the human side of life." 
Social justice is the veiy essence of sound and acceptable 
national economic planning. Equitable distribution should 
go hand in hand with augmented production. The resolution 
on Fundamental Rights adopted at the Karachi session of 
the Indian National Congress enunciated for the first time 
the economic policy of the Congress, whereby it was laid down 
that the organization of economic life must conform to the 
principles of social justice, to the end that it may ensure a 
decent standard of living. Pt. Nehru in his inaugural address 
to the National Planning Commii tee stressed that any move- 
ment for large-scale planning of various types of industries 
and related activities should have a definite objective. The 
National Planning Committee defines this objective as " the 
establishment of an egalitarian society in which equal op- 
portunities are provided for every member for self-expres- 
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sion and self -fulfilment and an adequate minimum of a civi- 
lized standard of life is assured to each member so as to make 
the attainment of this equality of opportunity a reality." 
The National Planning Committee was fully conscious 
of the predominantly rural character of the Indian economic 
situation. Therefore it adopted the resolution submitted by its 
Rural and Cottage Industries Sub-Committee, which while tak- 
ing cognizance of the fact that a national plan for India would 
necessarily aim at securing the welfare of the community 
as a whole, definitely laid down that in view of the fact that 
the masses living in the villages constitute nearly ninety 
per cent of the entire population anc! form the backbone of 
the nation, their well-being should be the main concern of 
the State and the primary objective of all national planning. 

The Means 

As the mere setting out of objectives is not enough, the 
Planning Committee also suggested specific means to achieve 
these ends. Inevitably, the first necessity for the execution 
of any type of planning is a national authority with plenary 
powers to give effect to its schemes. It is almost a truism to 
say that complete political freedom and independence for a 
country is essential for planning its national economy. The 
sovereign authority of the State should be entirely free from 
outside interference. If a world union of free and equal 
nations comes into being, it is quite possible that some part 
of the sovereign authority of each state may be voluntarily 
surrendered in the interest of international economic harmony. 
But the development of a country can never be incompatible 
with international understanding, provided the latter is based 
on the principle of justice. Doubts may however arise about 
the composition and character of such a State which can be 
either Fascist or Socialist or democratic. The Chairman 
in his opening address at the third session of the General 
Committee held in May, 1940, thus described the type of 
the State in view : " We are aiming at a free and democra- 
tic State, in which the fundamental rights of the individual 
and the group political, economic, social and cultural 
will be guaranteed, and tlio corresponding duties and obliga- 
tions laid down. The State will be progressive and will uti* 
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lize all scientific and other knowledge for the advancement 
of the people as a whole and for the promotion of their happi- 
ness, material as well as cultural, and their spiritual well- 
being." 

The Role of the State 

The task of planning the national economy cannot be 
divorced from the national freedom movement. The two 
act and react on and therefore condition each other. Pt. 
Nehru thus aptly described the relation between national 
planning and the freedom movement : "The national free- 
dom movement has affected the life of the people in many 
respects. The Committee should bear in mind that one of 
the fundamentals of success is that it should keep in touch 
with the movement. Otherwise it would lose itself in the 
backwaters of unreality." The Planning Committee there- 
fore has consistently kept itself in touch with the national 
struggle for political emancipation. In respect of the role 
of the State in national planning it adopted the resolution 
on fundamentals passed by the Karachi session of the In- 
dian National Congress. This resolution constituted its 
economic will arid testament. It laid down that the State 
shall own or control all key industries and services, mineral 
resources and railways, waterways, shipping and other public 
utilities and that tin's principle shall be extended to other 
large-scale industries which are likely to be monopolistic 
in character. Wherever private enterprise owns and mana- 
ges an industry the State should take all necessary steps to 
secure compliance with its basic policies and with the ob- 
jectives of its over-all plan. The resolution also stressed the 
imperative need for ensuring a fair return for the industrial 
worker and recommended that the same principle should be 
extended to agriculture and the host of subsidiary industries 
associated with it. Broadly speaking, the State was given 
adequate authority for owning, controlling, managing or 
otherwise regulating the different sectors of national economy 
in order to further the attainment of the objectives of the 
plan. As regards the agency to act on behalf of the State in 
state-owned industries it suggested that an autonomous pub- 
lic trust should be created which would ensure public owner- 
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ship and control but at the same time eliminate the defects 
arising from public control over industry. The Committee 
also adopted the principle of fair compensation to the owner 
in case a private industry is taken over by the State. 

Cottage Industries v. Large-Scale Industries 

There is extreme diversity of opinion among economists 
and industrialists about the role of cottage industries in the 
planned economy of our country. Not a few maintain that 
the conflict between cottage and large-scale industries is in- 
herent and unavoidable. Controversy has raged fast and 
furious on this issue. Congress policy, as is well known, has 
always shown a profound and unmistakable bias towards 
the development of village and cottage industries. But 
there appears to be nothing in Congress policy which may 
be said to militate against the development of large-scale 
industries provided such development does not smother vil- 
lage industries. When the Congress Working Committee 
resolved in July, 1938, to set up an expert committee to ex- 
plore the possibilities of an All- India Industrial Plan, the 
question was raised how far Congress is consistent in its policy 
of industrialization in view of its special emphasis on cottage 
industries all along. Sjt. Subhas Chandra Bose, the then 
President of the Congress, made it clear in his opening speech 
at the Industries Miiiistc rs' Conference that in the world as 
it is constituted today, a community which resisted indus- 
trialization had little chance of survival. Nevertheless he 
emphasized, " I should like to make it perfectly clear that 
there need be no conflict between cottage industries and 
large-scale industries. Such conflict, if any, arises only out 
of misunderstanding. 1 am a firm believer in the need of 
developing our cottage industries though I also hold that we 
have to reconcile ourselves to industrialization." He cited 
the example of certain industrially advanced countries in 
Europe where a large number of cottage industries still exist 
and thrive. Explaining Congress policy towards industria- 
lization, he said, " Industrialization does not mean that we 
turn our back on cottage industries. Far from it, it only 
means that we have to decide which industry should be 
developed on a oottage basis and which on a large-scale basis. 
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In the peculiar national economy which exists in India today 
and in view of the limited resources of our people, we should 
do our best to develop rural cottage industries side by side 
with urban large-scale industries." Pt. Nehru, the Chair- 
man of the Committee, in a note circulated for the guidance 
of sub -committees further confirmed this view. He advised 
the planners that all progress in India must be me t asured in 
terms of raising the standard of India's millions. The pecu- 
liar economic conditions of the country make the develop- 
ment of cottage industries essential for the well-being of the 
masses. It is also clear that without industrialization the 
country cannot attain political and economic freedom, nor 
is it possible to raise t^e standard of the people in any subs- 
tantial degree. Rather is it true that cottage irdustries and 
large-scale industries are complementary to each other. 
The problem before the country, therefore, is one of co-ordi- 
nated development in both directions and the avoidance, so 
far as is possible, of conflict between the two. This accent 
of Congress on cottage industries is not without due reason. 
Congress is anxious to ensure a national minimum for all and 
to minimize economic inequalities as far as possible. There- 
fore it stands for revolutionary social and economic chan- 
ges. With this background it can hardly support indiscri- 
minate and unregulated industrialization. Congress wants 
to industrialize India in a methodical manner and to avoid 
economic disequilibrium through maldistribution of the 
nation's wealth and resources. Production on a village or 
cottage basis does not permit the accumulation and concen- 
tration of wealth in the hands of a few and therefore in the 
most natural manner solves the problems of unequal or in- 
equitable distribution. The Rural and Cottage Industries 
Sub-Committee has justified its emphasis on cottage 
industries in the following words : 

" The importance of cottage and rural industries for 
improving the economic life of the large masses of the rural 
population arises from the various advantages which cot- 
tage industries possess, such as (i) employment in the na- 
tural setting of the worker's own place of habitation, com- 
bined with numerous physical, moral, material and other 
benefits that go with ^such employment ; (n) finding means 
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of livelihood for the largest number of persons ; (Hi) offering 
opportunities for profitable employment and development 
of inherent talent and aptitudes in occupations congenial 
to them ; (iv) opportunities of following more than one 
vocation for earning their livelihood, particularly subsidiary 
occupations for the cultivating classes ; (v) the lower cost 
of living in rural areas as compared with urban areas; and (vi) 
increased employment in rural areas leading to a more even 
spreading over of purchasing power which is confined to urban 
areas at present." 

Agriculture 

The original resolution of the Conference of the Minis- 
ters of Industries appointing the National Planning Commit- 
tee did not include agriculture within its purview. But 
subsequently it was felt by the Committee that it was impossi- 
ble to draw up any scheme of national planning without 
including agriculture. The Chairman in his Memorandum 
dated 4th June, 1939, emphasized the point that agriculture 
is and will remain the largest single industry of this country 
and therefore it should be included in its deliberations. The 
National Planning Committee appointed sub-committees on 
the following subjects ancillary to agriculture : 
(i) Rural Marketing and Finance ; 

() River Training and Irrigation ; 

(Hi) Soil Conservation and Afforestation ; 

(iv) Land Reforms, Agricultural Labour and Agri- 
cultural Insurance ; 
(v) Animal Husbandry and Dairying ; 

(vi) Crop Planning and Production; and 

(vii) Horticulture and Fisheries. 

We give below a brief review of the main recommenda- 
tions of the various sub-committees, (i) Agricultural land, 
mines, quarries, rivers and forests are forms of natural wealth, 
ownership of which must rest absolutely in the people of India 
collectively, (w) The co-operative principle should be applied 
to the exploitation of land by developing collective and co- 
operative farms, thus fostering the habit of mutual co- 
operation for the benefit of the community in place of the indi- 
vidual profit motive. These two constitute the fundamentals 
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of the agricultural policy of the National Planning Com- 
mittee. The sub-committee in its final report also recom- 
mended the organization of collective farms on culturable 
waste lands and other lands acquired by the State. It re- 
iterated its belief in co-operative farming in which private 
ownership of land would be permitted but the distribution 
of produce would be determined by the contribution made 
by each member of such co-operative farms. The State 
would also be required to maintain special farms for experi- 
mental, educational or demoiisl ration purposes. The sub- 
committee also recommended special types of collective 
farms which could be operated in the common interest of the 
whole village and the produce, after meeting all dues and 
expenses, made available for the general welfare of the village. 
Besides co-operative farms, collective farms and state farms, 
the sub-committee also visualized farms owned by indivi- 
dual cultivators. Individual initiative and enterprise would 
be permitted but would be so regulated as not to come into 
conflict with the collective interest. But it would not coun- 
tenance any type of intermediary like the Taluqdar or the 
Zamindar. It recommended the purchase of their right 
and title to the land by granting them reasonable compen- 
sation. However, for the transitional period it recommended 
a progressive tax on higher agricultural incomes on the model 
of the income-tax. 

The River Training and Irrigation Sub-Committee re- 
commended the establishment of a National Water Re- 
sources Board which would co-ordinate and correlate all 
activities concerning irrigation, navigation, flood control, 
river management, hydro -electric power and the provision 
of drinking water. An inter-provincial State Commission 
was also recommended for reconciling the various interests 
and rival water claims. The need for research and investi- 
gation into the extent and availability of sub-soil water re- 
sources was also emphasized. A comprehensive scheme for a 
co-operative organization for controlling and regulating water 
supplies was recommended for areas where the irrigational 
interests are considerable. The village communities were 
to be entrusted with the upkeep of local or minor irriga- 
tional projects. 
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The Animal Husbandry and Dairying Sub-Committee 
emphasized the need of making the cow an economic proposi- 
tion by reducing the size of the present cattle population, 
by increasing the yield per animal and by other means. The 
principle of breeding pedigree cattle on a regional basis also 
received the Committee's approval. The goal of animal 
husbandry was the breeding of dual-purpose animals serv- 
ing the twin needs of the Indian farmer for draft and milch 
cattle. The Committee proposed the adoption of the re- 
commendations made by the Bombay Cattle Expert Com- 
mittee of 1930. 

The State was also to step in and accept responsibility 
for the conservation of soil and of forests. The Committee 
dealing with this subject suggested a land utilization survey 
to determine the area actually available and recommend 
ways and means for bringing it under cultivation. A statu- 
tory organization to be Called the Land Development Board 
was to be established both at the Centre and in the provinces 
for supervising soil conservation measures. A number of 
measures were suggested such as contour-ridding, terracing 
and levelling of fields, afforestation, etc. Forests being 
a national asset, the State was to assume responsibility for 
conserving and exploiting them in the national interest. 
Privately- owned forests were to be acquired by the State. 
The forest policy in general was to be so regulated as to 
serve the industrial, climatic and other essential needs of the 
country. 

In the field of rural finance, the need of drawing a dis- 
tinction between short-term and long-term finance was 
pointed out by the. relevant sub-committee. Co-operative 
land mortgage banks and state-aided rural banks w< re to be 
organized to supply long-term credit to the agriculturist for 
productive pui poses. Short-term loans were to be provided 
by co-operative societies or other similar agencies, controlled 
by the State, against commodities or mortgages of crops. 
A chain of public warehouses for storing the produce of the 
cultivator was also strongly recommended. 



CHAPTER II . 

" THE BOMBAY PLAN " 

Nineteenth century Liberalism was an attempt to deve- 
lop an economic order based on private enterprise uninhibited 
by governmental interference. Enlightened self-interest 
working within a system of free competition was supposed 
to result in plenty for all. State control was deemed super- 
fluous if not injurious. Our grandfathers believed that 
private enterprise and unrestricted competition would do 
^,11 that was needed for maintaining equilibrium in economic 
life. But this doctrine of laissez-faire lost its validity and 
prestige during the War of 1914-1918. The exigencies of 
national defence involved greater and closer co-operation 
between the State and private enterprise ; while in the post- 
war period the growth of economic nationalism led to in- 
creasing State intervention in the economic sphere. How- 
ever, though the doctrine of laissez-faire went by the board, 
State intervention in economic life was neither thorough- 
going nor complete. Piecemeal governmental interference 
instead of solving the complex economic problems only put 
the system further out of joint and aggravated the malaise. 
Thus did arise the general demand for a planned national 
economy, comprehensive in its scope, vigorous in its control 
and scientific in its approach. The concept of planned eco- 
nomy is thus in a way itself the offspring of laissez-faire. 
Whether in the Western European democracies or in the 
United States of America, planning was attempted within 
the four corners of a capitalistic economy, and therefore it 
could not develop to its fullest extent. The spectacular 
success of the Soviet Russian experiment, however, first 
revealed its dynamic possibilities and created unbounded 
enthusiasm for economic planning throughout the world. 
The almost miraculous changes that it wrought in 
a notoriously backward country like Russia within such a 
short period of time set people searching for a solution to 
the fundamental problem of all modern economics the 
paradox of poverty in the midst of plenty. Thus did plan- 
ning come to be almost a philosophy of life and begin to be 
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adopted by the many. 

In our own country, however, people held a different 
view about planning, for our economic context was different 
if not unique. We were a nation abundantly endowed with 
material and human resources, but industrially most back- 
ward and undeveloped. Consequently all attempts at plan- 
ning in our country were in the direction of industrial develop- 
ment. That was why Sir M. Visveswarayya, author of 
A Planned Economy for India and pioneer of plan- 
ning in India, concentrated on industrial development. The 
National Planning Committee, appointed under the authority 
of the Indian National Congress, was another agency charged 
with the task of drawing up an all-embracing plan for na- 
tional economic regeneration but political exigencies inter- 
rupted its work. It is to the credit of the eight eminent 
Indian businessmen, Sir Purshottamdas Thakurdas, Mr. 
J. B. D. Tata, Mr. G. D. Birla, Sir Ardeshir Dalai, Sir Shri 
Bam, Seth Kasturbhai Lalbhai, Mr. A. D. Shroff and Dr. 
John M'atthai, that they placed before the country a bold 
project for a planned economy for India. 

A Plan of Economic Development for India, or the " Bom- 
bay Plan", as it has come to be currently known, is a fifteen- 
year plan for the economic development of India to be given 
effect to in three successive five-year stages, at a cost of 
Bs. 10,000 crores. The planners set before themselves the 
specific objective of raising the per capita income of the 
community " to such a level that, after meeting the mini- 
mum requirements, every individual would be left with 
enough resources for enjoyment of life and for cultural acti- 
vities". The Plan was based on certain assumptions. The 
planners assumed, for instance, that on the termination 
of the War or shortly thereafter, a National Government 
would come into existence at the centre which would be vested 
with full powers in economic matters. Their second assump- 
tion was that the future Government of India would be of a 
federal type having jurisdiction over the whole country, at 
least in economic matters. The Plan aimed at doubling the 
present per capita income within a period of fifteen years, by 
doubling the agricultural output and raising that of industry 
to five times the present level. 
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The development of basic industries was given top 
priority, for the authors realized that the inadequacy of the 
power supply and the lack of capital goods retarded the deve- 
lopment of India's industrial resources. The list of basic 
industries included power, electricity, mining and metal- 
lurgy, engineering and machinery, heavy chemicals, arma- 
ments, transport and cement. Nor were the planners un- 
aware of the hardships which might be caused by the prio- 
rity given to the basic industries and the consequent cur- 
tailment in the production of consumption goods. There- 
fore, they held out the assurance that " as far as is consis- 
tent with planning, the free choice of consumers in respect 
of consumption goods should suffer no restriction." There 
was enough scope for small-scale industries to produce suffi- 
cient consumption goods to avoid shortage of essential com- 
modities. There was no reason why cottage industries could 
not function side by side with large-scale industries and in 
complete harmony with them. The Plan proposed the in- 
vestment of capital to the extent of Bs. 4480 crorcs in large- 
scale and small-scale industries. 

Although the main emphasis of the Plan was on indus- 
trialization, agricultural development also received its due 
attention. The Hail aimed at increasing our agricultural 
production by 130 per cent in order to feed our own popula- 
tion adequately. In the initial ;years no large-scale export 
of agricultural produce to foreign markets was contemplated. 
This would have necessitated re-allocation of the acreage under 
different crops. The most impoitant reform proposed was 
that of increasing the size of agricultural holdings by means 
of consolidation and co-operative farming. Even if some 
measure of compulsion was deemed necessary, it was to be 
exercised with discrimination. Liquidation of rural indebted- 
ness by means of conciliation was to be effected through Co- 
operative Societies. For soil conservation and other perma- 
nent improvements to land, a sum of about Rs. 200 crores 
was provided as capital outlay in the budget of the Plan. 
New irrigation projects were also suggested which would 
increase the irrigated area by 200 per cent at a capital cost of 
Bs. 400 crores. The capital required for agricultural develop- 
ment is detailed below : 
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Non-recurring Recurring 

(In crores of rupees) 

Soil Conservation, etc. . . 200 10 

Working Capital 250 

Irrigation Canals, etc. . . 400 10 

Wells 50 

Model Farms 195 130 



Total .. 845 400 



An increase in the volume of industrial and agricultural 
production would result in increased all-round economic acti- 
vity and brisk internal trade which in turn would neces- 
sitate corresponding expansion of the means of transport, 
particularly railways, roads and coastal shipping. To the 
total railway mileage of 41,000 miles in 1938-39, it was pro- 
posed to add 21,000 miles at a cost of Rs. 434 crores, with an 
annual recurring expenditure of Rs. 9 crores. This would 
mean an increase of 50 per cent over the existing mileage. 
It was also proposed to double the existing 300,000 miles 
of roads within the period of fifteen years. The road deve- 
lopment programme aimed at connecting all important 
villages with the main highways of trade. The Han pro- 
posed to spend Rs. 300 crores on roads plus Rs. 35 crores 
for maintenance. The reconstruction of existing roads would 
cost about another Rs. 113 crores. Thus the transport 
budget would be as follows : 

Non-Recurring Recurring 
(In crores of rupees) 

Railways 434 9 

Roads (new construction) . . 300 35 

Roads (re- construction) . . 113 

Ports 50 5 



Total .. 897 49 



For the successful execution of a comprehensive plan 
of economic development, a large cadre of trained personnel 
is essential. The importance of the role of surveyors, 
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research workers, technicians, economists and supervisors in 
planning can be seen in Soviet Russia where in 1939 
more than 96 lakhs of the Soviet intelligentsia was working 
in the planning administration. The need for trained per- 
sonnel would be greater in India where illiteracy is the rule 
rather than the exception. Hence the Bombay Planners 
chalked out a comprehensive educational plan. Adult 
education was to be the first objective of the educational 
drive and would cost about Rs. 99 crores. The aim was to 
convert 200 million illiterate adults into educated citizens 
conscious of their rights and duties in a democratic State. 
According to the Plan, primary education was to be made 
compulsory for all boys and girls between the ages of six and 
eleven. It would cost the public exchequer Rs. 86 crores in 
non-recurring and Rs. 88 crores in recurring expenditure. 
The Plan also provided for higher (University) education, 
technical and scientific training and research work, which 
would cost on an average another Rs. 20 crores as recurring 
expenditure. Medical aid, public health and sanitation and 
housing were also given their due place in the Plan. 

Finance may be said to be the sinews of all planning. 
The acid test of the planner's skill and wisdom is in finding 
the wherewithal for the execution of his plan. An unscien- 
tific approach to the problem of finance may itself jeopardize 
the successful execution of the plan. Planned finance is 
therefore the sine qua non of planned economy. The Bombay 
Planners, who are experienced financiers and industrialists 
themselves, seem to have taken extraordinary care in drawing 
up the budget for their Plan. They have classified the sources 
of finance into two categories ; external and internal. We 
give below a summary of their budget. 

(In Crores of Rupees) 
External Finance : 

Hoarded wealth of the country 



mainly gold 
Sterling Securities 
Favourable balance of trade 
Foreign borrowings 



. 300 
1,000 
600 
. 700 



Total . . 2,600 
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Internal Finance : 

(In Crores of Rupees) 

Savings 4,000 

Created money . . . . . . 3,400 

Total . . 7,400 



Explaining their policy regarding finance the authors 
of the Plan say, "In a planned economy we are primarily 
thinking in terms of commodities and services. Money or 
finance therefore is completely subservient to the require- 
ments of economy as a whole." This explains their proposal 
for financing the plan through * created money'. They believe 
that ' created money ' would increase the productive 
capacity of the nation and ultimately repay itself. The 
planning authority, however, was to have full control over 
the various sectors of planned economy in order to prevent 
the prices from spiralling upwards and thus frustrating the 
entire design. 

The Social Pattern 

Planning is after all a means to an end. Therefore, all 
our efforts in the direction of a planned economy must be 
conducive to and consistent with the end. If the end itself 
is vague all our efforts would be in vain. The social and 
economic patterns the planners set before themselves serve as 
their guiding principles and prevent confusion in conception 
as well as anarchy in execution. A precise definition of the 
ideals of planning inspires confidence in the public and pre- 
pares it psychologically for making the sacrifices inevitable 
in every type of planning. Thus the authors of the Bombay 
Plan in their Second Brochure discuss the type of society 
which they visualize at the end of their fifteen-year Plan. 
The Plan lays down certain basic principles which are to 
shape the evolution of the economic organization. Today 
every country has to choose between a socialist and a capi- 
talistic economy. But according to the authors of the Plan, 
capitalism today has been transformed almost beyond re- 
cognition by direct state intervention. Similarly, socialist 
economy has been modified by the absorption of certain 
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capitalistic ideas. As a result of these developments, they 
contend, the distinction between capitalism and socia- 
lism has lost much of its significance from a practical stand- 
point. Therefore the Plan advocates a judicious combina- 
tion of capitalistic as well as socialistic economy. It has 
evolved a compromise formula which provides sufficient 
scope for individual initiative and enterprise, safeguards 
the interests of the community and entrusts the State with 
the responsibility of regulating the economic life of the country. 
The Plan thus claims to have combined social planning with 
individual freedom. The authors firmly believe that plan- 
ning is not inconsistent with a democratic organization of 
society. Rather is it their contention that planning would 
be more successful when every individual's contribution and 
co-operation, which is indispensable, came forth voluntarily 
and not under compulsion. But at the same time the Plan 
makes it incumbent on the State to run the government of 
the country in such a way with the consent of the people, 
of course as to ensure a minimum standard of living for all 
and an equitable distribution of income. The first objective 
would be achieved by the following measures : 

(1) Provision of full employment. 

(2) Increase in efficiency. 

(3) Lnprovement in urban and rural wages. 

(4) Stability of agricultural prices. 

(5) Reform of the land system. 

The second objective was to prevent gross inequalities 
in the incomes of different classes and individuals by means 
of death duties, reforms in the systems of land tenure, de- 
centralization of the ownership of the means of production 
and State control and ownership of industries. But the 
Bombay Planners are not in favour of the arbitrary and 
absolute abolition of the inequalities of wealth and property, 
or the potential sources of income because they deem it de- 
sirable to leave enough scope and incentive for advancement 
for the individual after ensuring him a minimum standard. 
Thus limited State control over the different sectors of the 
national economy and free scope for the truly enterprising 
individual would appear to be the twin foundations of the 
economic order envisaged by the Bombay Plan. 
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The Role of the State 

The enforcement of the principle of a minimum standard 
of living for everybody inevitably implies State intervention 
in the economic life of the country. The authors of the Plan 
have taken for granted that the jurisdiction of the Central 
Government would extend over the whole of India, at least 
in economic matters. They admit that State intervention 
is inherent in planning. " It is inevitable that in executing 
a comprehensive plan of economic development, the State 
should exercise in the interest of the community a consider- 
able measure of intervention and control." Besides co- 
ordinating general economic activities, managing currency 
and public finance and protecting the economically weaker 
classes, the State would have to assume a few more positive 
functions. These have been classified into three categories: 
(i) Ownership (ii) Control and (Hi) Management of certain 
economic enterprises. Of these three functions, according to 
the Plan, the control of economic enterprises is the most vital 
for achieving the largest quantum of social welfare. The State 
however was to own only those industries in which money 
was invested from the public exchequer. The State could 
relinquish ownership of certain industries after a stated 
period and retain only its powers of control. The State could 
also exercise management over certain enterprises in the 
interest of the public. The Plan however left it to the dis- 
cretion of the planning authority to decide what type of State 
intervention was required in a particular economic enterprise. 
The Plan also recommended the continuance of war-time con- 
trols where necessary. But they were to be more efficiently 
co-ordinated and more systematically administered. Having 
given a brief summary of the Bombay Plan, we shall next 
critically examine some of its main features. 

The Capitalistic Character of the Plan 

In their zeal for maximizing over-all production, the 
authors of the Bombay Plan have overlooked the conditions 
under which alone production could be expanded. Their 
experience ought to have taught them that optimum produc- 
tion was incompatible with the capitalistic system, for under 
it production is for exchange and not for use. The profit 
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motive which acts as the incentive for production creates a 
hiatus between production and consumption and does not 
allow production to find its natural culmination in use. As. 
long as * the invisible devils ' of profit, competition and effect- 
tive demand are permitted free play, whatever be the increase 
in the volume of production it will not have the desired effect 
of raising the standard of living of the people. The nature 
as well as the volume of production are ultimately determined 
by the manner in which the purchasing power is distributed 
among the masses. With due regard to their emphasis on 
increasing production, it must be said that the authors of the 
Plan have failed in the task of ensuring the flow of the fruita 
of production to those who need them most. The plannera 
have no doubt fixed the target of the per capita income, but 
they have not laid down any basic principles which would 
ensure the widest possible dispersal of purchasing power in 
the community. 

Even a careful and sympathetic reading of the Second 
Part of the Bombay Plan, which deals with distribution and 
the role of the State, leaves the reader unconvinced of the 
soundness of the planners* views on the crucial issue of dis- 
tribution. Their attempt at combining State ownership, 
State control, State management and restricted private enter- 
prise may give one an impression of a harmonious reconcilia- 
tion of conflicting interests. But permitting private enter- 
prise to operate in one sector and trying to prevent it from 
throwing the other sector out of gear would only involve 
greater difficulties, heavier expenses and longer delays. A 
hybrid scheme of this nature may be accepted for the transi- 
tion period, but to include private enterprise in a fifteen-year 
plan, especially when we are going to reconstruct the entire 
national economy, would mean giving an opportunity to capi- 
tal and big business to entrench themselves more firmly in 
the economic life of the country. Instead, an attempt should 
have been made to eliminate them with all their paraphernalia 
during this very period of fifteen years. 

The Bombay Planners have no doubt envisaged State 
ownership and control of certain industries, but they are not 
quite definite on the nature and composition of the State. 
By using the term ' National Government' they have con- 
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veniently by -passed the main issue, i.e., what type of Govern- 
ment should execute this Plan. The Governments of the 
United States of America or of England are no doubt national 
Governments, but can they be called full-fledged democra- 
cies ? Can they be considered competent, by reason of their 
character and composition, to execute any plan for the econo- 
mic salvation of the common man ? The Plan is significantly 
silent on the character of the National Government. At 
the peril of offending certain quarters, it must be asserted 
that the National Government as envisaged by the planners 
cannot but be under the influence of big business and the 
money .barons. It can well be imagined in whose interest 
such a State would exercise control over industry. In brief, 
the vital issue of the ownership of the means of production 
has been shelved by the authors of the Bombay Plan. The 
essence of planning lies not merely in setting up targets for 
increased production of goods and services but in evolving an 
economic system which will stimulate and augment our pro- 
ductive capacity and at the same time ensure the distribution 
of purchasing power among the masses as evenly and equit- 
ably as is possible. 

Agriculture v. Industry 

In view of the peculhr economic conditions of our coun- 
try, the obligation is laid on us to examine each and every 
scheme of economic development from the point of view of 
agriculture. Our go il should always be an ideal balance between 
agriculture and industry ensuring the fullest employment of 
our natural resources and man- power. However ambitious 
might be our plans for industrialization, agriculture is bound 
to remain our most important single occupation, even if 
functioning side by side with large-scale industries. The 
Bombay Planners apparently have failed to realize this fact 
as they have not accorded to agriculture the pride of place 
which is its due. They have been so obsessed by the idea of 
the unbalanced economy prevalent in the country that they 
have attempted to correct the disequilibrium in arithmeti- 
cal fashion. According to their calculations the net income 
from industry and agriculture is Rs. 374 and Us. 1,166 crores 
respectively. They propose to increase the income from 
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industry by 500 per cent, and that from agriculture by 130 
per cent, in a period of fifteen years and thus achieve an appro- 
ximate parity in the incomes of the two main sectors of the 
national economy. We most certainly want to correct the 
disequilibrium between agriculture and industry, but not 
at the risk of under-employment or over-employment of our 
resources. The Bombay Plan while laying down the ratio 
between agriculture and industry does not ensure the best 
possible utilization of our national resources. Rather, by 
limiting the increase of agricultural production to 130 per 
cent, they have unduly restricted the scope of agricultural 
development. They would discourage agriculture from pro- 
ducing for export while no such strangulating limitation was 
to be imposed on industry. It would almost appear that 
they wished to keep agriculture subservient to industry. 
There is no doubt that an excessive dependence of agricul- 
tural economy on non-food crops always brings into it an 
element of economic instability. But, at the same time, an 
undue emphasis on food crops makes agriculture less paying 
and prevents it from adjusting itself to the industrial develop- 
ment of the country. Well-developed farming is an adjunct 
of well-developed industry. Even in the interest of industrial 
expansion itself it is necessary to increase and ensure a re- 
gular supply of raw materials. Moreover, the agriculturist 
is not only a producer of raw materials ; he is a consumer of 
manufactured goods as well. The larger his income a produ- 
cer, the greater his capacity for purchasing the goods turned 
out by industry . We are afraid the Bombay Planners have 
not adequately recognized this mutual relationship and inter- 
dependence between agriculture and industry. 

Consequently, agriculture has received but perfunctory 
treatment at the hands of the Bombay Planners. They have 
not made any provision for the cost of the consolidation of 
holdings. They have assumed that it can be achieved with- 
out incurring any extra expenditure. But past experience 
has shown that the co-operative method of consolidation 
which they advocate costs Us. 2-5 per acre. On this basis, 
the consolidation of 35.4 crores of acres would cost about 
Rs. 82 crores in British India alone. Likewise no provision 
has been made for the liquidation of rural indebtedness on 
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the presumption that it could be achieved without any extra 
cost to the country. The Plan suggests the liquidation of 
agricultural indebtedness through the agency of Co-opera- 
tive Societies and points out that the required finance may 
be available directly or indirectly from the savings of the 
money-lender class. The authors of the Plan seem to have 
taken the liberty of indulging in " book entry methods". 
They do not specify what economic measures they would devise 
to divert the money-lenders 5 savings to the co-operative 
banks or whether they ;^re willing to use compulsion for 
pooling the resources of the money-lenders. 

The Plan provides the very inadequate amount of Rs. 250 
crores as working capital for introducing improved methods 
of farming. India has nearly seven lakhs of villages, each 
village having on an average a population of 517. The 
working capital would thus come to approximately eight 
annas per head per annum. Tt is passing strange how agri- 
cultural development on modern lines can take place in such 
a vast and backward country with si'ch a small amount of 
capital per head. In drawing a picture of 4 better seeds, 
scientific methods and improved implements' they have 
drawn more upon their imagination than on their 
experience of the agricultural conditions prevailing in the 
country. 

Moreover, by ignoring the question of price parity, the 
Plan has done a great disservice to the agriculturist. No 
plan can ensure a national minimum to the individual without 
insuring fair prices for all commodities. Fair and stable 
prices alone can safeguard the interests of all sections of the 
society. Industrialization by itself cannot reduce glaring 
inequalities of income nor can it guarantee a reasonable 
standard of life to all. It may bring about some apparent 
improvement in the standard of living of the industrial worker. 
But without a comprehensive fair price policy it is hardly 
possible to ensure a just deal to the agriculturist within the 
capitalistic framework. The Plan does not envisage any 
such price structure and consequently it would only tend 
to accentuate the disparity in the standards of living of the 
different classes of the people and make the agriculturist 
relatively poorer. 9 
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The Financial Aspect 

Finance is the prime factor in the execution of any plan. 
Only an adequate and regular supply of investment capital 
can ensure smooth and uninterrupted progress in planning. 
The success of a plan largely depends upon the sources of its 
finance and the methods of tapping them. Mobilizing the 
financial resources of a country requires prudence as well as 
courage, and also the correct ideological approach to the whole 
business of planning. Human labour is the biggest reservoir 
of capital and all existing capital is but ' crystallized labour'. 
The crux of the problem is how to fire the whole nation 
with a new vision and a new faith. Ail subsequent problems 
are then rendered capable of solution. We fear the Bombay 
Plan has failed to appreciate the inspirational value of the 
ideal behind a plan. The hoarded wealth and the future 
savings of the people will voluntarily be made available for 
investment provided the people are assured that their sacri- 
fices will not be in vain and that they are themselves the real 
beneficiaries of the Plan. 

Let us now examine the sources of finance proposed by 
the authors of the Plan. The biggest item individually is 
the sterling securities amounting to Ks. 1,000 crores. In 
our opinion, the Plan is over- optimistic in this respect and 
although the amount of the sterling securities has increased 
since the publication of the Plan, there is no certainty that the 
whole of the amount or even a substantial part of it would 
be made available to India in a manner and at the time suited 
to the various stages of the Plan. We apprehend serious 
inroads into the sterling balances by attempts to scale them 
down and otherwise. Even if England decides to repay her 
sterling debt she will not be in a position to do so for a long 
time to come, in view of her post-war rehabilitation require- 
ments. The recent Anglo-American Financial Agreement 
indicates to what desperate financial straits England has been 
driven as a result of the war. The members of the Indian 
Industrialists' Delegation have warned the nation against 
entertaining hopes of importing capital goods from England 
in any large measure. Our apprehension is that England 
will try to discharge her sterling obligations by exporting 
consumer goods to India. The mischief has already begun 
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and is bound to upset the financial calculations of the Bombay 
Plan. 

Moreover, the value of sterling within the sterling bloc 
and outside would ultimately depend upon international 
monetary conditions. The Almighty Dollar may dictate 
its own terms as it has already done in the Anglo -American 
Agreement and England may be asked to liquidate her Ster- 
ling Debt within a short period. Sterling itnelf may suffer 
depreciation causing heavy real loSvS to our balances. More- 
over, sterling balances are a reserve against the paper cur- 
rency circulating in the country. At least a part of the re- 
serve would have to be maintained arid the remainder can- 
not be so easily detached from the currency in circulation. 
Above all, we cannot confidently bank upon a source which 
is in the control of an alien power. Sterling today has deve- 
loped its own brand of politics over which we have no in- 
fluence. 

The Bombay Plan has been characterized as ' recons- 
truction through inflation'. Its authors proposed to ' create ' 
money to the extent of Rupees 3,400 crores. It will not be 
too much to say that the Bombay Planners want to continue 
the era of inflation though with a different motive. They 
advanced the plausible argument: If we can find money for 
the War, could we not repeat the miracle in the peace? 
Thus they would rely on ' miracles ' rather than on the sound 
and practical methods of realistic business men. Apart 
from abnormal psychological conditions generated by 
war, there are also certain economic abnormalities which 
make controls possible during war-time. Peace-time in- 
flationary measures cannot count on the prevalence of such 
abnormal psychological and economic factors. ** During 
war, the international link between prices is cut off. Every 
nation practically lives within a "closed economy 1 . Trade 
is reduced to a minimum and is controlled. The nation puts 
up with all sorts of privations, because there is always the 
feeling that victory is the best reward for these sacrifices. 
No nation can, however, live on a war footing in peace time, 
not, at any rate, unless there is behind these controls an ideal* 
istic upsurge of the type the Russian Five- Year Plans had. 
We feel the Bombay Plan lacks this idealistic upsurge which 
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could enthuse the nation to put up with the privations in- 
evitable in every type of inflation. Admitting that there 
cannot be any planning without tears, every effort should 
be made all the same to reduce hardships to the minimum. 
Created money will create a gap between the volume of pur- 
chasing power in the hands of the people and the volume of 
goods available for consumption. Consequently the price 
level will rise. In the absence of an effective price policy 
and a charter of economic security for all, the rise in prices 
will only intensify the economic inequalities among the vari- 
ous classes, making the rich richer and the poor poorer. Thus 
the conditions resulting from inflationary measures may de- 
feat the very purpose of economic planning. 

Another source of finance suggested in the Plan is foreign 
borrowing. The authors of the Plan propose to borrow 
Rs. 700 crores from foreign countries. Foreign capital brings 
in its train not only economic problems but political compli- 
cations as well. We must benefit from the experiences of 
borrowing countries. In matters of international borrowing 
the political status of the borrowing country may not be as 
important in formulating the terms of the loan as the econo- 
mic power it wields in the international money and com- 
modity markets. Moreover, inflationary policies pursued 
in internal finance tend to undermine foreign confidence in 
the debtor nation. Besides, the Vlan does not make any 
suggestions for the repayment of foreign loans. 

The authors hope that a favourable balance of trade 
would bring Ks. 600 crores for financing the Plan. It is 
an economic truism that the trade of a country, especially 
of one which is in the process of economic reconstruction, is 
very unstable. This uncertainty is not diminished by the 
international economic equilibrium which invariably im- 
pinges on it. Pre-war trade conditions cannot be considered 
a sound basis for calculating post-war trade trends. The 
Bombay Plan restricts the development of agriculture to the 
internal demand for agricultural commodities. Under these 
circumstances, we may not have large stocks of raw materials 
for export. Nor in the near future can we produce enough 
manufactured goods to increase our exports to foreign 
countries. We doubt whether with reduced exports of agri- 
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cultural commodities and meagre chances of increasing our 
export of manufactured goods, we shall be able to maintain the 
present favourable balance of trade in the midst of numerous 
trade and tariff restrictions. 

Cottage Industries 

The attitude of the Bombay Planners towards cottage 
industries is not quite clear. They remark : " Adequate 
scope should be provided for small-scale and cottage indus- 
tries. This is important not merely as a means of affording 
employment but also of reducing the need for capital in the 
early stages of the plan." Do they wish to provide adequate 
scope for such industries only ' in the early stages of the 
plan' and in order to overcome certain inconveniences, or do 
they regard the revival and development of rural industries 
as a desirable end in itself with a view to build up a healthy 
and balanced economy? If, on the other hand, cottage 
industries are to be developed as a transitionary measure 
to reduce current capital requirements and are to make room 
for large-scale industries at a later stage, in our opinion, the 
Plan needs a fundamental change in its ideology. Appa- 
rently, the Bombay Planners* real objective is to promote 
heavy industries, and their mention of cottage industries is 
purely formal. The Plan does not contain any concrete 
scheme for the revival and improvement of village industries. 
1 ' It is indeed desirable that cottage industries should survive, 
but it is no good their surviving as a relic of primitive econo- 
my, as a symbol of sweated labour and low living standards. 
They must survive and grow strong as the corner-stone of 
a healthy economy which will maintain millions of families 
on a reasonable standard of comfort." 

There are five main reasons why cottage industries 
should survive : 

(1) We cannot afford to throw away the employment 

now provided by the small-scale rural industries 
to about 15 million persons. 

(2) We must utilize our industries, as far as possible, 

in such a manner as to employ our abundant 
labour supply and economize our capital. This 
will be possible only if f we give to cottage 
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industries the importance that is their due. 

(3) The scattered and decentralized character of 

our cottage industries has many strategic 
and technical advantages. 

(4) The aesthetic claims of handicrafts are even 

more compelling. 

(5) On social grounds also, the survival of cottage 

industries is eminently desirable. 

The revival of cottage and village industries is neces- 
,sary even from the point of view of large-scale industries. 
The low purchasing power of the masses is the biggest hind- 
rance to the expansion of large-scale industries. No subs- 
tantial increase in the people's purchasing power can take 
place without establishing an industrial system in which 
the problem of distribution is solved side by side with that 
>of production. By increasing the purchasing power of the 
vast rural masses, flourishing cottage industries can ensure 
an effective demand for the goods manufactured by large- 
scale industry. 

The Bombay Planners have put most of their eggs in 
one basket that of large-scale industries. They overlook 
the fact that unless the prerequisites of large-scale indus- 
trialization are met, theirs would remain only a paper plan 
and a pious hope. An adequate supply of capital equip- 
ment is needed for any schemes of large-scale industrializa- 
tion. It is an indisputable fact that India is dependent on 
foreign countries for her capital goods requirements. The 
recent visit of the then Member for Planning and also of a 
group of industrialists to the United Kingdom and the United 
States of America has demonstrated the unpleasant fact 
that neither of these two countries is in a position to export 
plant, machinery or technical personnel to India. The 
United States has large commitments in Central Europe, 
China and the South American countries, with India almost 
at the bottom of the priority list. Moreover, much of the 
American machinery is suited only to mass production me- 
thods and techniques which cannot be introduced in Indian 
industries with their present equipment and at their current 
Jevel of organization. The availability of foreign exchange, 
particularly hard currencies, is another hurdle. All these 
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difficulties in the way of importing capital goods from 
abroad render the prospects of any rapid large-scale industria- 
lization in the near future anything but bright. 

Banking and Insurance 

The Bombay PJan has also neglected certain essential 
aspects of economic planning. Banking and insurance are 
important auxiliaries to economic development. All-round 
economic progress would necessarily increase the need and 
-scope of these activities. The Plan does not lay down a 
basic policy for their future evolution nor does it adequately 
recognize their role in the task of planning. 

Transport and Communications 

In the field of transport and communications signifi- 
cant omissions are apparent. Their shipping policy is timid 
and halting. We need not emphasize the importance of 
oceanic transport from the trade and defence point of view. 
The Plan does not proceed beyond coastal shipping. It 
should have made adequate provision for the growth and 
expansion of Indian shipping and the ship-building industry. 
They have also neglected civil aviation in the transport sys- 
tem of the country. The War has opened new opportuni- 
ties for developing civil aviation on a commercial basis. 
Air power is the biggest weapon of defence if not also of 
offence. We are at a loss to understand why the Bombay 
Planners did not recognize the need and potentialities of 
civil aviation as an industry as well as an instrument of 
defence. 

Conclusion 

All the calculations in the Plan are based on the pre- 
war price level. It does not require any elaborate argu- 
ment to demonstrate why it is not possible to bring down 
prices to the pre-war level within a short period. The Plan- 
ners do not appear to have taken into consideration the 
impact of a global war on almost every sector of our economy. 
Economic dislocation, political upheavals and all manner of 
new problems have come in the wake of the war. The au- 
thors of the Plan should have taken due cognizance of all 
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these factors and should have placed before the country at 
least a tentative scheme for switching the national economy 
from war to peace. They have overlooked altogether the 
question of demobilization and rehabilitation. Nor have 
they made any provision for social security schemes which 
are the corner-stone of planning in every progressive country. 
The Plan is also silent on the labour policy of the State. At 
the least they ought to have laid down a basic scheme for a 
national minimum wage, health and unemployment insurance 
and for workmen's compensation. In the absence of such a 
scheme the working class cannot be expected to extend its 
willing and whole-hearted co-operation in the execution and 
fulfilment of the Plan. 



CHAPTER III 

RECONSTRUCTION PLANS OF THE BUREAUCRACY 

The inexorable urgencies of the Second World War 
compelled most of the nations of the world to drive their 
economic systems at top speed. This all-out effort brought 
into operation a number of factors riot normally present 
in a peace-time economy. Mobilization of economic resources 
for defence involved gearing the productive system to war 
requirements ; but every nation knew that war was only a 
temporary phenomenon and with the cessation of hostilities 
the national economy would have to be brought back to 
a peace-time footing. This switching of industries from 
war to peace is attended by a number of intricate problems. 
Demobilization of military personnel and reconversion of 
industry to civilian purposes are two of the natural con- 
sequences of the end of war. Cancellation of war-time 
contracts implies a decline in the volume of industrial pro- 
duction and entails considerable changes in the industrial 
structure. The spectre of unemployment begins to haunt 
the nation which the State is always anxious to exorcise. 
Moreover, any sudden boom or slump in prices leads to 
anarchy in the contractual relationship of the creditor and 
debtor in general. Tt is the responsibility of the State to 
minimize the possibility of such a chaotic situation as far 
as is possible, the more so in the case of India where the 
vulnerable peasant class is always the tirst victim of violent 
price fluctuations. Besides these problems arising directly 
from the war and its aftermath, there were other long-term 
considerations also which prompted the Government of 
India to undertake the business of planning for the future. 
War-time declarations by the leaders of the United Nations 
had given an impetus to a world movement for the improve- 
ment of living conditions. In other words, 'freedom from 
want' had become the slogan of the common man. The 
movement had taken deep roots in India where the living 
conditions were exceptionally deplorable. Government was 
compelled to act by world opinion and force of circumstances 
rather than by a genuine desire to raise the standard of living 
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of four hundred million people. That this is no aspersion 
on the motives of Government but a statement of fact is 
proved by the subsequent abolition of the Planning arid 
Development Department. 

Agricultural Policy 

The overwhelming pressure of population en the land 
is the biggest brake on the progress of Indian agriculture. 
The cultivated area in British India in 1940-41 was about 
214 million acres whereas the population stood at 295. & 
millions. In other words, only . 7 acre of land was available 
per head; while in Western Europe it was 2.5 acres and 
in the United States of America 2 . 6 acres per head. This 
has given birth to a number of complicated problems. Sub- 
division and fragmentation of holdings, low yield, occupa- 
tional disequilibrium, malnutrition, rural indebtedness, 
famine and disease are the direct consequences of the un- 
economic pressure of population on agriculture. Unless 
this dead weight is lifted from agriculture, no scheme of 
rehabilitation will succeed. The problem is by no means 
peculiar to India. It had to be faced in most of the European 
countries at some time or other. The solution was found 
partly in increasing production from land. Largo-scale 
industrialization and migration of population also helped 
to a great extent. A concerted effort was made to 
reduce the percentage of people engaged in agriculture. 
Thus, between 1885 and 1925, the ratio of agricultural popu- 
lation to total population in Germany fell from 42.2 to 30.5 
per cent and similarly in Denmark, from 46.5 to 30.3 per 
cent. Agriculture in these countries would have remained 
over-burdened as in India had they not corrected their occu- 
pational disequilibrium through industrialization and other 
measures. The Kharegat Scheme and the Burns Memo- 
randum on the technological possibilities of agricultural 
development have failed to take cognizance of the population 
aspect of the agrarian problem. No amount of capital, 
research or trained personnel would be able to rehabilitate 
Indian agriculture so long as the present pressure of popula- 
tion on it continues. Agricultural development schemes 
should not and cannot be treated in isolation. Agriculture 
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is after all one segment of the national economy and must, 
therefore, be treated as such in any scheme of national 
planning. The way in which the Bureaucratic Government 
set about planning agricultural development created serious 
misgivings in the public mind. Their motives were suspected; 
it was feared the real object of the administration was to 
set up agricultural expansion as a counterblast to indus- 
trialization and thus confuse the issues. This doubt was 
only confirmed by the KJharegat Scheme and the Burns 
Memorandum as we miss in them the recognition of the 
urgent need of relieving pressure on the land through 
industrialization . 

The Bureaucratic scheme gave one the impression that 
the administration in our country stuck to the old 
orthodox view of the rural problem. Government con- 
sidered agricultural development as mainly a question of 
persuading the farmer to adopt improved methods and 
utilize more water, more manure and better seeds. The 
Burns Memorandum deals only with technological possibili- 
ties, while the Kharegat Scheme advocates reorganization 
and expansion of agricultural research and education. Both 
the schemes emphasized only the technical side of agricul- 
tural development. They can hardly be considered as blue- 
prints of a comprehensive plan for agriculture. "Such 
planning involves much more than attempts to improve the 
level of agricultural technique and in fact would take us in 
the direction of creating a rural economy and a social milieu, 
where better farming will have meaning only as an aid to 
better living. " (Eastern Econwnist, 5th January, 1045) 

The very nature of the rural problem as well as our notions 
about it have undergone a fundamental change during the 
last three decades. Authorities on the subject have 
developed a broader vision so as to include the village way 
of life as a whole. Sir Maiiilal D. N-tnavati, President of the 
Indian Society of Agricultural Economics, has very properly 
underlined this new vision in his book The Indian Mural 
Problem. The first and foremost essential of this new policy 
was that it must aim at an all-round improvement of the 
villager ; it must be conceived on the basis of what may be 
called a new constructive sociology. Piecemeal efforts had 
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been tried and found wanting. Economic betterment, it is 
now realized, is only a part of constructive sociological reform. 
Life cannot be lived in compartments ; its problems cannot 
be dealt with in isolation from one another. Reform must touch 
the whole life of man arid at all points. The bureaucratic 
schemes lack this broad vision and progressive approach to 
the rural problems of our country. We doubt very much 
whether such schemes could effect the desired improvement 
in the life of the villager as a whole. Haphazard tinkering 
may bring about a few changes here and there in this or that 
aspect of rural life, but these would fail utterly to infuse new 
life in the seven lakh villages of India. 

The Indiaji Council of Agricultural Research has been 
doing considerable research work for the last one decade 
but the gaj) between the village farm and the research labora- 
tory is still as wide as before. The Kharegat Scheme sug- 
gested a number of measures to revitalize agriculture but 
it did not work out any detailed programme which could be 
taken up immediately. That even a Committee of Experts 
like the one presided over by Sir Phiroze Kharegat could not 
produce a concrete scheme only indicates the constitutional 
incapacity of the bureaucracy to tackle our rural problems. 

While some of the surplus labour at present engaged on 
land can no doubt be absorbed in large-scale and small-scale 
industries, the productivity of agricultural land itself should 
be increased to support more farmers in future. A more 
extensive and intensive cultivation of food or cash crops by 
itself is not enough. We must raise agricultural output by 
introducing new types of farming which call for more effective 
employment of labour and yield quicker returns. Such 
special types of farming and allied agricultural occupations 
like market gardening, bee keeping, poultry and dairying 
would also help to correct the nutritional deficiencies of the 
farmer. Neither the Kharegat Scheme nor the Burns Me- 
morandum has suggested the possibilities of such develop- 
ment for raising the income and the standard of living of 
the farmer. They have failed to appreciate the fact that 
whatever improvement is effected in agricultural technique, 
the yield per acre would continue to be low so long as we 
concentrate mostly on the production of cereal crops. The 
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more intensive the farming, the larger the income of the rural 
population. We can here cite the example of the Danish 
way of intensive farming. Today Denmark has 146 males 
employed in agriculture per one thousand hectares of arable 
and pasture land whereas the United States has 25, Canada 35, 
Great Britain 17 and Prance 13. Yet the per capita pro- 
ductivity in Denmark does not, qualitatively or quantitative- 
ly, lag behind that of any of the countries mentioned above. 
Government in their over-enthusiasm for technological im- 
provements have overlooked the importance of the radical 
changes needed in the entire system of agriculture. 

The Kharegat Scheme has estimated the capital ex- 
penditure required for carrying out its recommendations at 
Us. 1000 crores. This does not include provision for ex- 
penditure on major construction works. Nor does it take 
into consideration the prospect of further expenditure result- 
ing from new surveys. It admits that it is not the last word 
in agricultural planning and that it may have to be revised and 
amplified subsequently. Criticizing the financial aspect of 
the plan, the Eastern Economist in its leading article of 
30th June 1944, remarked : "Such calculations cannot 
obviously have much scientific validity even as illustrative 
figures and coming as they do after the sharp attack on the 
calculations of the Bombay Plan which the Government 
spokesmen have allowed themselves to indulge in, they are 
almost unpardonably incomplete arid misleading." 

Industrial Policy 

In their statement on industrial policy, Government 
undertook the responsibility for creating certain prerequi- 
sites of industrial progress. According to Government, the 
development of transport facilities and power, survey of 
mineral resources and scientific and industrial research are 
the main prerequisites. Their approach to industrial deve- 
lopment also was mainly technological. They did not propose 
to change the basic conditions and build up a new economic 
order which alone could release our productive powers, 
making a national minimum available to all. The halting 
and half-hearted approach of the bureaucracy to our economic 
problems is revealed by the following extract from the speech 
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of Sir Ardeshir Dalai, Member for Development and Planning, 
delivered at the 27th session of the Indian Economic Con- 
ference : "What Government can do is to make a survey of 
all the resources in men, materials and money, estimate to 
what extent it is possible to employ them for as large an 
improvement in the economic life as is feasible within the 
limitations set by the political, social and other conditions 
of India, and thus arrive at a reasonable target within a 
given period of time." The bureaucracy failed to realize 
that the targets which they set up were not achieved precisely 
because our economy has had to function within the limits 
set by a bureaucratic administration and a capitalistic system. 
So long as the man in the street is not convinced that the 
increased national wealth will be shared by him, no plan, 
however perfect in theory or attractive on paper, can enthuse 
him to give of his best. A guaranteed national minimum 
for all is the first requisite of industrial progress as it alone 
can evoke the emotional response which can provide the 
motive force for all development plans more than all your 
hydro- electric power projects ! 

The bureaucratic administration was also not clear on 
the issue of the ownership and control of basic and large- 
scale industries. The official statement on industrial policy 
said : "Apart from ordnance factories, public utilities and 
railways, basic industries of national importance may be 
nationalized provided adequate private capital is not forth- 
coming. All other industries will bo left to private enter- 
prise under varying degrees of control." The proviso that 
the State would step in only where private enterprise was 
hesitant, meant that Government wanted to give free scope 
to private capital as far as possible. On the one hand 
Government proposed "to provide a high and stable level 
of employment", and on the other it left wide scope 
for private capital. We can only conclude that Government 
had apparently learnt nothing from the history of capitalism 
in other lands, where the level of employment has neither 
been high nor stable. 

Government had no definite policy regarding cottage 
and small-scale industries. In their Second Report on 
Planning and [Reconstruction, they merely refer to the 
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utilization of cottage industries for war production purposes. 
They were anxious to extend help only to such war-time 
small-scale industries. Government overlooked the simple 
fact that cottage industries can play an important part in 
raising the income of the rural population. Dearth of trained 
technicians, scarcity of investment capital, general technical 
and industrial backwardness and dependence on foreign 
countries for capital equipment are all so many hurdles in 
the path of rapid industrialization. Under these circums- 
tances Government should have formulated a definite pro- 
gramme for the revival and development of cottage industries 
as well. 

Control over imports can serve as a powerful instrument 
for large-scale industrial expansion. Unregulated imports 
are a grave menace to the success of planned economy. The 
import policy of the administration has so far proved inimical 
to industrialization. Commodities which could easily be 
produced within the country were permitted to be brought 
in from outside, while essontial materials and machinery 
were refused the priority to which they were entitled. If 
import control is to be used as a lever to accelerate indus- 
trialization, the import policy should be revised and stated 
in clear terms. Government will have to limit the flow of 
imports in the interest of indigenous production which is the 
avowed purpose of the plan. "In the regulation of imports 
a variety of considerations has however to be borne in mind 
the effect on indigenous industry, the need to secure favour- 
able or fair treatment for our exports and the desirability 
of India not lagging behind other nations in the effort to 
build a rational and stable basis for world economy and 
international trade." (Indian Finance, 21-10-1944.) Sir 
Theodore Gregory, who prepared a memorandum on Indian 
Trade Policy in the Post-War Period does not seem to have 
given serious consideration to the above factors. Instead of 
demonstrating the need of making India industrially self- 
sufficient our former Economic Adviser, like the Economics 
pandit that he is, tried to point out the theoretical inconsis- 
tencies between self-sufficiency and industrialization. We 
hardly need say that self-sufficiency does not mean economic 
isolationism or anarchy, much less a total embargo on imports. 
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The bureaucratic administration maintained an attitude 
of laissez-faire not only in the field of imports but also as 
regards foreign enterprise in our country. Government 
showed no desire to impose restrictions on foreign capital 
or technicians. Nor did Government announce what 
protection they proposed to give to the national industries 
against competition from foreign concerns firmly entrenched 
in thra country with abundant financial and commercial 
advantages. Even in the period of 'discriminating protec- 
tion', powerful 'India (Ltd.)s' had sprung up behind the 
Indian tariff wall. Foreign enterprise is bound to exploit 
the opportunities offered by the proposed industrial drive. 
Already leading industrial powers like the United States 
of America are showing a keen desire to participate in our 
industrialization. In order to safeguard indigenous indus- 
tries, Government should have announced a policy of regu- 
lation of foreign enterprise. In the absence of a definite 
policy public suspicion of Government schemes was bound to 
increase. It has already been commented that an undefined 
field of economic activity like essential industries, public 
utilities, etc., was reserved by Government for State owner- 
ship or management with a view to accommodating foreign 
technical and financial enterprise. 

Government no less shirked their responsibility for 
determining the location of industries. In his Report on 
the Location of Industry in India, the Economic Adviser 
expressed himself rather emphatically against the right 
of the State to determine location. Says he, "In a country 
like India it will be extremely dangerous for the State to 
arrogate to itself the right to determine the location of in- 
dividual undertakings. The successful conduct of industries 
from the business point of view is of primary importance if 
India is to achieve the desired industrial progress/' The 
dangers of excessive concentration of industries are so widely 
recognized that decentralization and regionalization have 
become the order of the day. Social, economic and strategic 
considerations demand a judicious and planned location of 
industry. How can a major question affecting the life of a 
nation as a whole be left to the mercy of "the business point 
of view" ? Control over the location of industries is now 
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widely recognized as one of the legitimate functions of the 
State. Unregulated growth of industry resulting in social 
and economic evils would only prove to be a curse to the 
nation. 

A bold national mineral policy is another prerequisite 
of industrial development. In all the voluminous literature 
published by our officialdom, we do not come across any 
reference to a national mineral policy. Mineral resources 
form the base for the superstructure of industrialization. 
A weak base can hardly support the weight of heavy indus- 
tries. The recent war has revealed the flaws and defects in 
the industrial structure of our country. Scarcity of coal, 
for instance, almost paralysed certain vital industries during 
the war. The wasteful manner in which this valuable 
mineral is being exploited in this country has also frequently 
come up for public discussion. Large quantities of manganese, 
mica, chromate and other scarce or strategic minerals were 
extracted for the purpose of export. If the present rate of 
export of minerals continues, a time will soon come when the 
country will have exhausted its resources. If a genuine 
national industrial policy is to be implemented we should 
evolve and enforce a national mineral policy at the same 
time. The cardinal points of such a policy should be : 
(i) The minerals of the country should be exploited only by 
the nationals of the country ; (ii) tlxQ tariff policy should be 
shaped in such a way that the country is able to develop 
essential minerals even in the face of foreign competition ; 
(Hi) the State should undertake a thorough geological survey 
and maintain a Mineral Research Board for supplying geolo- 
gical arid other technical data to the public. 

Nor was the bureaucratic plan of reconstruction quite 
explicit about the taxation policy as affecting post-war in* 
dustrial development. Although the Finance Member in 
his Budget Speech (1946-47) promised to institute an en- 
quiry into the taxation system of the country, the adminis- 
tration's plans in general gave one the impression that the 
war-time scale of taxation was intended to be retained for 
some years after the war. The fiscal structure which had 
been built up in a haphazard way during the war can hardly 
be considered satisfactory from the pointf of view of the highest 
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possible mobilization of our industrial potential. War-time 
fiscal policy has hampered our industrial development and 
left industries with meagre and inadequate reserves for re- 
equipment and replacement. Hence the fiscal structure has 
to be considerably modified to meet the requirements of an 
expansionist economy. The bureaucratic schemes do not 
contain even the germs of such a taxation policy. 

Even as a buyer Government had not assured Indian 
industries its patronage of indigenous products. Govern- 
ment being the biggest consumer of commodities could 
provide the most direct incentive to industries through its 
purchase policy. In the long run it would have been a 
paying proposition for Government to give preference to 
home produced goods. Even if it had to pay a little more 
for th&n, that would only have been in the nature of an 
indirect subsidy to the nation's industry. We do not find 
in the Government Statement on Industrial Policy even a re- 
ference to preferential treatment to home products. The 
Statement lays down that "subject to reasonable safeguards 
as to quality and price, Government will continue to 
encourage Indian industries by buying its products in pre- 
ference to others.*' This proviso of 'reasonable safeguards 
as to quality arid price' can however be so interpreted as 
practically to nullify the proposed preference to Indian 
products. 

Transport Policy 

The piecemeal nature of Government planning is the 
greatest obstacle to envisaging a complete picture of its 
planned economy. In the absence of a full picture it is thus 
difficult to judge the soundness of its transport plans. We 
do not know what place transport occupied in its general 
scheme of planning. The extraordinary enthusiasm of the 
administration for priority to road construction work 
gave rise to misgivings in the public mind. It is held by 
some that the road programme was prompted by Govern- 
ment's intention to use it for absorbing demobilized military 
and technical personnel. Old and worn-out plant and 
machinery released by the military were also to be diverted to 
road construction. "Priority to a road programme is 
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against the elementary principles of the economics of pro- 
duction. The capital and labour resources of a country 
should be so canalized as to conform to the principle of equi- 
marginal utility. Government itself admitted that it 
had but limited capital resources. Was it then sound 
economics to invest a large portion of this limited capital 
in road construction schemes which could not become self- 
paying for a number of years? Indian public opinion, 
therefore, rightly felt that the high degree of priority to 
road development under the plan was to be explained by the 
desire to provide employment to the demobilized soldier, 
to utilize unwanted and surplus machinery, to facilitate the 
sale of British goods in every nook and corner of the country 
and incidentally to find a convenient market for the massive 
post-war British motor car industry. The authorities were 
silent on the point as to how to raise the money amounting 
to Rs. 450 crores for a twenty-year road programme. The 
tax-payer had a right to know from Government how the 
proposed expenditure on roads was going to be met. 

In the sphere of civil aviation, the policy of the adminis- 
tration was even more harmful to the interests of the coun- 
try. The principle of 'the freedom of the air' was very 
cleverly sabotaged by dragging India into the Empire and 
Commonwealth Conference. British interests succeeded in 
reducing the International Air Conference at Chicago to a 
fiasco by replacing the 'freedom of the air* by the principle 
of reciprocity. How could India whose air services and air- 
craft industry are still in their infancy participate on a re- 
ciprocal basis with other countries? 

The civil aviation plan made provision for the country 
to start air services without beginning to manufacture 
aeroplanes in the country. The scheme offered an excellent 
opportunity to British air interests to dump the Indian 
market with obsolete or war-worn machines and equipment. 
Government had prevented the development of the aircraft 
industry during the War and was none too anxious to promote 
it in peace-time. Air services and aerodromes without an 
indigenous aircraft industry is like a superstructure without 
A foundation. Unless we begin to manufacture planes in 
our own country, the theory and technique of aeronautics 
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will remain a closed book to us. We shall for ever have to 
depend on foreign countries for machines and technical 
personnel. From the point of view of defence a national 
aircraft industry is of supreme importance. Civil aviation 
functions as a nucleus for training pilots and crews and for 
the production of war-planes. The Indian Chamber of 
Commerce has protested against Government's omission of 
the aircraft industry in their civil aviation plans. It has 
urged the authorities to establish an aircraft industry in 
India at an early date to serve as a link in an Empire or 
larger, international scheme of aircraft constniction, offer 
facilities for training and research and assist the rapid ex- 
pansion of internal air services. 

Considering India's geographical situation in any air 
route between Europe and the East, her continental area, 
population and possibilities of industrial and commercial 
development, the Government civil aviation scheme seems 
to be much too modest in its scope. It did not take a far- 
sighted view of the requirements and possibilities of air 
transport in the country. It presumed that air traffic would 
remain in future the same as it is today. If our air services 
are efficiently managed it may be possible for them to trans- 
port vital machine parts, precious metals, perishable goods, 
urgently needed medicines, etc. as freight. Government 
did not envisage the development of air services in these 
directions and had therefore over-estimated the cost of their 
operation. The high cost of operating would restrict air 
facilities to the rich while what is needed is to bring down 
the level of rates and fares so as to make air transport avail- 
able for passenger traffic as well as for despatch of com- 
mercial cargo. 

Government's proposals also envisaged dual financial 
control over civil flying similar to that prevailing in the 
United Kingdom until very recently. Private capital was 
to be allowed to participate along with the State. Divided 
ownership would only result in divided responsibility and 
ultimately neither Government nor private enterprise could 
be held responsible. The Labour Government in England 
has already scrapped this anomalous arrangement and 
nationalized civil aviation. 
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Apparently the bureaucratic regime entertained little- 
hope of a bright future for India in international air services. 
The reciprocity formula would not give any substantial 
share to India in the international field, for the development 
of internal services would take some time before they could 
be linked up with international air lines. Nor did Govern- 
ment discuss any form of co-ordination between the internal 
air services and the other means of transport operating within 
the country. Air transport must serve and be served by 
railways, roads, inland waterways and seaports. Although 
the problem of co-ordination may not arise for some time, 
the network of internal air services must be planned in 
advance in order to avoid the economic waste inevitable in 
unregulated competition between the different means of 
transport. 

In short, Government proposed to develop civil aviation 
without at the same time starting an aircraft industry in the 
country. They seemed to be indifferent to or pessimistic about 
the future prospects and possibilities of the industry. Con- 
sequently they were timid and conservative in their approach 
to the problem of freight and would rather have the air 
services only as the rich man's luxury. Neither did it 
envisage the co-ordination of internal air services with other 
means of transport nor tho possibilities of linking up the 
internal air lines with international air services. Dual 
financial control would have resulted in economic waste and 
undesirable competition, causing heavy loss and confusion 
in the transport system of the country. 

Official plans which are so ambitious about railways 
and road transport have entirely neglected the inland water- 
ways. One great advantage in canal transport is that 
equipment and personnel for its development are available 
close at hand and at economic rates. It is a pity that boats 
and country craft which suffered so much (luring the war 
owing to Government requisitioning policy should have been 
left out of their reconstruction plans. Government were 
anxious to eliminate competition between railways and motor 
transport but. would permit both to crush canal transport. 
Government ought to have prepared a navigation scheme 
for canals. It is possible to deepen certain canals and link 
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the country from one end to the other. The absence of any 
such scheme of canal transport is a serious defect in the 
transport plans of the bureaucracy. 

The Sargent Educational Scheme 

Social services in India have always received a step- 
motherly treatment at the hands of Government. The 
Sargent Scheme was the first attempt of the Government in 
the field of planned educational development. But it does 
not discuss even in a general way the essential characteristics 
that make a system of education 4 national '. It does not 
lay down the fundamental principles of a national system 
of education. "A national system of education must spring 
from the traditions, culture, ideals and aspirations of each 
nation ; for nationality properly conceived is to the people 
what personality is to the individual, the expression of its 
life and culture. " We doubt very much whether the Sargent 
Scheme has conformed to the spirit of such a system of 
national education. It merely pleads for the scrapping of 
the present system but does not indicate how it is to be re- 
placed and what will be the shape of the education to come. 
Our own feeling is that it does not contemplate any revolu- 
tionary change in the present system of education but only 
a large-scale expansion of current educational facilities. If 
the Sargent Scheme has been based on the English system 
of education as it existed in pre-war days, we should like to 
point out that educational concepts in England have under- 
gone considerable modifications both during and after the 
War. A number of committees and commissions have 
examined the pre-war English system of education and found 
it wanting in several respects. The new educational move- 
ment in England has culminated in the Education Act of 
1944, which provides for a continuous process of public 
education in England and Wales in three successive stages 
primary, secondary and beyond. It divides the pupils into 
three age-groups ; that of six to eleven years comes under 
the primary stage, and of eleven to sixteen under the 
secondary stage. The Sargent Scheme has not convincingly 
explained why in India primary education should extend 
only from the age df six to fourteen. 
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The Sargent Report visualizes the lengthy period of 
forty years to realize its dream of universal and compulsory 
primary education. To insist on the employment of only 
trained teachers with a certain minimum educational back- 
ground and qualifications would, at least in the initial stages, 
unduly and unnecessarily slow down the pace of progress in 
literacy and education. We should not hesitate to appoint 
A large number of untrained teachers to start with provided 
they are suitable, if we are keen on providing universal 
primary education in a reasonably short period of time. 

The .Sargent Scheme does not appear to favour the 
introduction of compulsory primary education on a universal 
scale. It states that any compulsory system of basic educa- 
tion could only be introduced by degrees and stages, and 
that progression was to be from area to area and not from 
age to age. This policy would ultimately result in placing 
the people of one area in advance of another by at least a 
quarter of a century. Progress should be from age to age 
and compulsion must start everywhere at the same time. 
This alone would be just and equitable. In view of the 
general backwardness and lower social status of women in 
our society, any acceptable system of national education 
must make specific provision for the spread of women's educa- 
tion. The Sargent Scheme has not made satisfactory pro- 
vision for the education of girls and women. On the one 
hand the Scheme requires seven lakh women teachers for 
junior schools and three lakh women teachers for senior 
schools, while on the other girls* education has not been given 
sufficient consideration. 



CHAPTER IV 

THE PEOPLE'S PLAN 

The People's Plan was drafted by the Post- War Re- 
construction Committee of the Indian Federation of Labour. 
Its framers claim that it represents labour's views on post-war 
development. The object of the Plan is to provide for the 
satisfaction of the immediate basic needs of the Indian people 
within a period of ten years. This objective is to be achieved 
by expanding production and by ensuring an equitable dis- 
tribution of the goods produced. Therefore the Plan pres- 
cribes increased production in every sphere of economic 
activity. But its main emphasis is on agricultural develop- 
ment, since its authors believe that the purchasing power of 
the people cannot be raised unless agriculture, which is the 
biggest occupation in the country, becomes a paying proposi- 
tion. Agriculture, it is argued, forms the foundation of a 
planned economy for India. Nationalization of land is 
therefore the first step in agrarian reform. <4 The entire 
land will have to be nationalized thus leaving no inter- 
mediary between the cultivator of the soil and the State." 
The Plan proposes the payment of compensation amounting 
to Rs. 1735 crores to the landowners, rent receivers, etc., in 
the form of 3% self -liquidating forty -year bonds issued by 
the State. The annual payments to be made by the State 
would come to about Rs. 60 crores. The Plan also recommends 
the compulsory scaling down of rural debts which are then 
to be taken over by the State. This would cost another 
Rs. 250 crores to the public treasury. 

Apart from the nationalization of land and the com- 
pulsory scaling down of rural indebtedness, the Plan 
formulates two schemes for increasing agricultural produc- 
tion : (a) extension of the area under cultivation and 
(b) intensification of cultivation in the area which is already 
under cultivation. According to the Plan, during the ten- 
year period an additional hundred million acres of land could 
be brought under the plough in various ways. In support 
of this estimate the authors of the Plan quote Dr Maclagan , 
Gorrie of the Indian Forest Service. For a more intensive 
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cultivation of the area already under the plough, the Plan 
proposes the extension of irrigation by about four hundred 
per cent in a period of ten years and the provision of manure 
and better seeds, which would involve an expenditure of 
about Rs. 750 crores. It also includes a scheme for 
collective and State farming. In the authors' own words, 
4 'the association of modern machinery with the process of 
agricultural production should be facilitated through the 
starting of State farms all over the country. There should 
be such a farm for about every eight to ten thousand acres 
of cultivated area and it should be equipped with modern 
mechanical means of cultivation, which it would be in a 
position to lease out to the peasantry in the neighbouring 
area." The farm should be manned by an able and efficient 
staff and an adequately equipped research institute should 
be attached to it. These farms should function as model 
centres for raising the educational and cultural level of the 
peasantry. The number of such farms would be about five 
thousand in all. While proposing the replacement of the 
existing individualistic small-scale cultivation by a system 
of collective farming, the framers of the Plan are of the 
opinion that the process of collectivization should be volun- 
tary and gradual. The initiative for the * collective attack', 
however, was to rome from the State and the peasant was 
to be persuaded into recognizing the benefits of collective 
farming. 

In the field of industry, the People's Plan gives priority 
to the manufacture of consumer goods. It is argued that 
as a large volume of demand for essential good* for the com- 
munity remains perpetually unsatisfied, the goal of planned 
economy in industry must be to satisfy it first. The Plan 
emphasizes the importance of consumer goods industries in 
the following significant words : "It is indeed a little 
pathetic, and may even prove to be considerably harmful, 
to start with ha If -filled bellies and half -clad bodies t Making 
in terms of automobiles and aeroplanes." The consumer 
goods industries include textiles, leather, sugar, paper, drugs 
and chemicals, tobacco, furniture, etc. The total capital 
to be invested in all these industries would be about Rs. 9000 
orores. The development of basic industries like power, 
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minerals, heavy chemicals and machinery was to be subser- 
vient to the needs of the consumer goods industries. A 
sum of Us. 2600 crores was proposed to be invested in the 
basic industries. All the new industries to be started during 
the period of the Plan were to be financed by the State which 
was also to own and control them. Private industrial enter- 
prise was not to be banned altogether but was to be permitted 
to function subject to severe and rigid control by the State. 
In order to ensure continuity of production and fair pricea 
to the producer as well as to the consumer, the State was 
to fix and regulate the price of commodities. Industrial 
profits were to be fixed normally at not more than three 
per cent. As regards small-scale and cottage industries, the 
authors of the Plan recommend a cautious policy. As the 
entire Plan is based on the belief that any substantial and 
rapid increase in the productivity of labour depends upon 
the extent to which machinery is associated with labour in 
the process of production, it envisages a rather gloomy 
future for small-scale industries. 

The People's Plan attaches great importance to railways, 
roads and shipping in a planned economy. Therefore it 
recommends the rapid development of the means of com- 
munication and transport to cope with the increased move- 
ment of goods and traffic between town arid country. Ac- 
cordingly, during the ten-year period, the railway mileage 
was to be increased by about 24,000 miles, i.e., by nearly 
sixty per cent, involving a capital expenditure of Us. 595 
crores and maintenance charges of about Rs. 1 1 crores. The 
target for road development was the construction of 4,50,000 
miles of new roads at a capital expenditure of Rs. 450 crores 
and maintenance charges of Rs. 53 crores. Shipping expan- 
sion was budgeted at Rs. 150 crores. The Plan also included 
schemes for the expansion of education, the promotion of 
public health and sanitation, rural and urban housing, 
etc. 

The question of finding the wherewithal for financing 
the execution of the Plan, the eternal bugbear of all planners, 
seems to have been courageously faced by the authors of the 
People's Plan. The colossal amount of fifteen thousand 
crores of rupees required for implementing their Plan waa 
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to be obtained as follows : 

(In Crores of Rupees) 
Sterling balances . . . . . . . . . . . . 46<> 

Initial finance Estate duty, inheritance tax, 

death duties, etc. . . . . . . . . . . 810 

Income from nationalized land . . . . . . . . 90 

Income from agriculture for re-investment 

(during the period of the Plan) 10,81 & 

Income from industries for re-investment 

(during the period of the Plan) 2,834 

Total . . 15,000 



The authors of the Plan believe that finance would 
present no insuperable difficulty because private appropria- 
tion of the national income is proposed to be effectively 
controlled under the Plan. The national planning authority 
was to plough back the accumulated surplus for re-invest- 
ment purposes. The reader may refer to Chapter Six of the 
People's Plan for a more detailed study of its financial aspect. 
The Plan ends on a note of hope, with the earnest wish that 
the common man of India might live four times as well as 
he does today on the completion of the Plan. " A whole 
people would be roused to the mighty creative tasks that lie 
ahead, woiild discover a purpose in life, and take gigantic 
strides forward along the path of social and cultural progress 
to catch up with the world and take their rightful position 
in the family of nations." Let us now subject some of the 
main proposals of the People's Plan to the test of critical 
analysis in order to find out how far they are desirable and 
feasible. 

Over-Emphasis on Agriculture 

Tackling the problem of agricultural development, the 
authors of the Plan enunciate their basic policy in the fol- 
lowing words : ** Agriculture constitutes the principal in- 
dustry in the country and nearly 70 per cent of our population 
depends for its subsistence on land. Whatever the develop- 
ment of industries that we can visualize within a period of 
ten years, agriculture will still continue to provide employ- 
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ment to a major portion of our population. That being the 
case, it is essential that labour employed in it must be made 
far more productive than it is at present. That will not 
only lay a stable foundation for the economy but will also 
lead to the accumulation of an adequate investable surplus, 
the investment of which can raise its general technical and 
productive level." In support of this policy the framers of 
the Plan cite the Soviet example. With the fullest appre- 
ciation of the vital importance of agriculture and allied 
occupations in Indian economy, we contend that the People's 
Plan lays undue emphasis on agricultural development. 
Agriculture is not an isolated affair. It is most intimately 
and inextricably mixed up with other economic factors. To 
deal with it as if it were an isolated phenomenon would be a 
wholly wrong approach to the problem of planning. Pressure 
of population on land and its resultant evils are the main 
eause of the low income from agriculture. Development 
of industries would not only relieve this pressure on the land 
but would also make agriculture itself more productive than 
it is today, thus creating more favourable conditions for the 
modernization and improvement of agriculture. The success 
of any plan for the economic regeneration of India lies not 
in increasing production in this or that sector but in achieving 
an economic equilibrium between industrial and agricultural 
development thus ensuring the optimum utilization of the 
nation's man-power and material resources. It is indeed 
inexplicable that a plan prepared under the guidance of no 
less a person than Mr M. N. Roy should misrepresent the 
Russian example. The goal of Soviet planning was the 
rapid industrialization of Russia. (Bnj Narayan : Post-War 
Reconstruction, Part II, Page 248.) The overwhelming im- 
portance attached to industries in Soviet planning is evident 
from the fact that while in 1913 industrial production was 
42.1% and agricultural production 57.9% of the total pro- 
duction, in 1937 industrial production was 77.4% and agri- 
cultural production 22.6%. Soviet Russia made industrial 
development the corner-stone of its planning. We fail to 
understand why Mr M. N. Roy should champion the cause 
of ruralization which was so roundly condemned by Marx 
and Lenin. His advocacy of agriculture is reminiscent of 
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Lord Wavell or the Economist of London. "Agriculture 
must take high place perhaps the highest place of all in 
our plans for the development of India after the War." 
(Lord WavelTs message to the Policy Committee on Agri- 
culture, Forestry and Fisheries, 28th June, 1944.) The 
British Government of India was always hostile towards 
all measures for the industrial development of India, while 
ever ready to sponsor plans for agricultural development. 
There would have been no lack of capital for their execution ; 
even the sterling balances would have been available if 
desired. And it is precisely this policy which has been 
responsible for the increasing ruralization of the country, 
Government being only too willing to promote any plan 
which carried the process still further. "What is a matter 
of difficulty is the diversion of labour from less productive 
to more productive occupations, i.e., from agriculture to 
industry. The development in the two spheres is inter- 
related. Relief of population pressure on agriculture through 
industrialization would have to be planned at the outset 
for the rehabilitation of agriculture itself." This is an im- 
portant factor to which adequate recognition has not been 
given in the People's Plan. 

Mechanization of Agriculture 

The authors of the People's Plan appear to be Very 
optimistic about the mechanization of agriculture. A careful 
reading of the Plan reveals that they plumped for the 
mechanization of agriculture because of their fascination 
for Soviet Russia and its achievements. It is an indisput- 
able fact, however, that labour was relatively scarce in Russia 
and therefore all labour-saving devices in general and 
mechanization of agriculture in particular would produce 
nothing but healthy results there ; while exactly the reverse is 
the case with our country. Labour being available in such 
abundance, we do not need to introduce tractors and other 
modern machinery on any considerable scale. Whatever be 
the tempo of the Plan, at least for another decade or so we 
oannot seriously think of mechanization as a general prescrip- 
tion for agricultural development. This should not however 
J>e taken to mean that we are by any means opposed to 
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improvements in agricultural technique or equipment. Our 
only concern is that due consideration should be given to the 
realities of the Indian agricultural situation. The typical 
Indian peasant battles against a none-too-propitious environ- 
ment with the most meagre of tools and capital. He lives on 
a bare subsistence level, trying to wrest a wretched livelihood 
from an impoverished soil. He cannot purchase expensive 
equipment. The capacity of his draught cattle being limited 
they are unable to haul heavy implements. His fields are 
small, having little elbow-room for the use of tractors and 
other improved modern equipment. How the Indian farmer 
has survived against all these odds has been described by the 
Royal Commission on Indian Agriculture in the following 
words : "In India agricultural implements were on the 
whole well adapted to local conditions and to the capacity 
of the draught cattle and were light, portable, comparatively 
inexpensive, easily made and repaired and constructed of 
material readily available/' The People's Plan, while 
indulging in roseate dreams of a mechanized agriculture, 
has failed adequately to appreciate the cramping limitations 
of the prevailing conditions. The holdings are small, the 
capacity of the draught cattle poor, the capital available 
meagre, and the education of the farmer but rudimentary. 
These age-old handicaps cannot be removed in the short 
space of a single decade. 

State Farms 

The People's Plan relies greatly on State farms for 
effecting agricultural development. Here too, in our opinion, 
they seem to have succumbed to the spell of Soviet successes. 
State farms can well function as research, demonstration 
and propaganda centres. But they can never entirely 
displace peasant proprietors or their farms. State farms 
and peasant farmers are complementary to each other and 
must both collaborate in the agricultural economy of the 
country. The total replacement of peasant farming by 
State farms would entail loss of individual initiative and 
enterprise; as well as the co-operative spirit in agriculture 
and impair the social character of farming. The Russian* 
themselves have recognized the necessity of individual 
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peasant farms. In 1941 there were in the U. 8. 8. R. 
243,000 collective farms, 13,000,000 individual peasant 
owners and 3,961 State farms. Despite the collectivization 
of agricultural farms and the establishment of State farms, 
the Russian socialist system has ensured necessary though 
limited ownership of land to the actual cultivator. The 
People's Plan in its exuberant enthusiasm for State farms 
has not provided for the existence and development of those 
farms which are likely to remain outside the orbit of the State 
for some years to come. 

Over-Emphasis on Consumer Goods Industries 

Moved by the low per capita consumption of consumer 
goods in the country, the authors of the People's Plan 
prescribe a high priority for consumer goods industries. 
" The industries on the development of which there should 
be laid a relatively greater emphasis by the planning authori- 
ty should be the consumer goods industry. We have to 
make up a great leeway in this respect." Accordingly they 
make provision for Rs. 3000 crores to be invested in 
consumer goods industries. They have relegated basic 
industries to the background, considering that only Rs. 2600 
crores have been provided for them. We are afraid they 
have put the cart before the horse. It is almost a truism 
to say that no country can develop its consumer goods 
industries on a large scale without first developing its 
basic industries. First we have to find the wherewithal 
and then proceed to construct factories and mills for 
turning out textiles, sugar, glass, etc. Unfortunately India's 
productive capacity is at present limited solely to the manu- 
facture of consumer goods. Our alien rulers did not permit 
us to develop basic and key industries which alone would 
have enabled us to build up our technical equipment and 
accelerate the indigenous manufacture of the means of pro- 
duction. Industrialization confined to the consumer goods 
industries and at the cost of the basic industries has only 
resulted in our helpless dependence on imported machinery, 
certain foreign raw materials and technical personnel. In- 
dustrialization of this type has proved not beneficial but 
harmful in the long run. In spite of the growth and 
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progress of Indian industries, the pressure of population on 
land has been steadily on the increase. Sir M. Visvesvarayya 
has aptly described the importance of key industries in the 
following words : "Large-scale industries are important 
because, generally speaking, they include basic and key in- 
dustries, require the use of developed machinery and technique, 
help mass production of staple commodities and represent 
the highest foim of industrial enterprise." We cite the 
example of the Soviet Union from which the People's Plan 
professes to have derived much of its inspiration. Before 
the planning era, i.e., 1913-18, Russia largely depended for 
machinery, chemicals, minerals and ores first on Germany 
and then on Sweden and the U. K. Russian planners recog- 
nized this basic weakness in the national economy. They 
fave the highest priority to the development of basic and 
ey industries unmindful of consumers' hardships as well as 
foreign criticism. V. I. Mezhlank, the Chairman of the 
State Planning Commission, addressing th Central Executive 
Committee of the U. S. S. R. on llth January 1936, said, 
"Machinery production, the principle key to the recon- 
struction of national economy, continues to exhibit the most 
rapid rate of increase/' This notable drive for basic indus- 
tries has not yet ceased. As recently as in February, 1946, 
Stalin said : "We must aim at producing annually 50 
million tons of iron, 60 million tons of steel, and 500 million 
tons of coal. Three new Five- Year Plans will be required 
for this task of trebling our production." We miss any such 
dynamic programme in the People's Plan for the develop- 
ment of our key industries which could serve as the basis of 
our entire economic structure. 

Financial Aspect of the Plan 

The financial aspect of the Plan is open to question. It 
estimates agricultural income during the period of the Plan 
at Rs. 10,000 crores as available for reinvestment. In the 
initial year, they hope to obtain Rs. 150 crores. The annual 
income from agriculture is estimated at Rs. 1568 crores. 
Reorganization of agriculture would involve heavy capital 
expenditure and might not permit the State or the individual 
farmer to save the amount estimated. Quite a number of 
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schemes unremunerative in their initial stages would have 
to be taken up. In these circumstances, the quantum of 
savings from agricultural income may remain unrealized. 
The People's Plan places the development of public 
works on the same footing as the expansion of industry. 
But the framers of the Plan appear to have overlooked the 
fact that extensive construction of public works requires 
a huge supply of industrial goods which do not bring im- 
mediate returns or any rapid increase in commodities. Con- 
sequently financial operations connected with public works 
promote inflationary tendencies. 

Compensation 

Nationalization of the means of production is the corner- 
stone of the Plan. But it does not explain in detail the 
methods or the procedure for carrying it out. According to 
the Plan, the State would purchase private assets at their 
current market value. This would merely capitalize profits 
at their present rate, leaving no margin whatsoever for invest- 
ment. Hence the process of expansion would be very slow. 
The authors of the Plan believe that 3% bonds would be 
sufficient bait for the owning class. This expectation is, to 
say the least, unreasonable. It would merely mean the 
exchange of a variable income for a guaranteed fixed income. 
The problem of compensation in the context of the nationali- 
zation of the means of production has not received the careful 
treatment that it merits. In the initial stages the compensa- 
tion scheme would result in the pooling of purchasing power 
within a small section of the community. Inequality in 
purchasing power would create inequality in consumption 
standards. Compensation to the owners of capital assets 
at their current market price would not alter the distribu- 
tion of wealth in any large measure. It is even possible 
that some shrewd capitalists realizing the imminent threat 
to their profits may welcome such a scheme. Keeping in 
view possible changes in the political complexion of the parties 
poised for the capture of power, we can hardly lay down in 
advance the target for the amount of compensation. 
Notwithstanding their anxiety to avoid all the pitfalls 
of capitalist planning, it must be said that the People's Plan, 
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while successfully enunciating the objectives of planning, 
has failed to suggest the means to achieve the ends. It is 
an exposition of the distributive rather than the productive 
aspect of planning. Any scheme for the equitable distribution 
of wealth through the nationalization of the means of pro- 
duction is at best a negative process. State acquisition of 
the means of production would merely relieve the capitalistic 
load on the mechanics of production. In order to step up 
the tempo of production, a more positive production drive 
is necessary. We are constrained to say that the People's 
Plan contains no such dynamic programme. 



CHAPTER V 

THE GANDHIAN PLAN 

Before introducing the reader to the main provisions 
of the Gandhian Plan, it would be appropriate to acquaint 
him with some of the fundamental principles of the Gandhian 
economic order. It differs so radically from all accepted 
economic concepts and systems that it is essential for the 
general reader to possess some knowledge of its basic prin- 
ciples so as to appraise the Gandhian Plan in its proper 
perspective. Simplicity, Non- Violence, Sanctity of Labour 
and Human Values may be said to be the four pillars of 
Gandhism. 

Simplicity 

Gandhiji's earnest and life-long endeavour was to 
shift the emphasis from material progress and welfare to the 
moral and spiritual development of man for he believed that 
modern civilization, based as it is on the spirit of acquisitive- 
ness and aggressiveness, is leading mankind towards disaster. 
Man's desire for physical comfort and luxury is insatiable. 
The more he gets, the more he wants ; and yet he remains for 
ever unsatisfied. This relentless search for material hap- 
piness only makes him restless and disconsolate. Therefore 
the perennial philosophy of the East would turn him from 
the unending quest of the pleasures of the senses to the life 
of the spirit. Not that our forefathers did not know the 
ways of fulfilling material wants ; their aim rather was to 
shape the social order in such a way as to keep human passions 
and desires under restraint. Simplicity in the life of the 
individual and of society is but the practical application of 
this moral principle of self-restraint. Our present-day 
economic systems based on the multiplication of human 
wants and increasing industrialization in order to satisfy 
them leads to the exploitation of man in every sphere of life. 
No amount of planning would be able to save humanity from 
this 'dance of death' unless our very attitude to life undergoes 
a fundamental change and we adopt the gospel of self-restraint 
or simplicity. The author of the Gandhian Plan points out 
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that the very concept of planning is based on Western 
economic thought. We have to evolve an economic order 
inspired by our own social and moral ideals. And our 
philosophy is based on simplicity and not complexity, on 
self-restraint and not self-indulgence, for it exalts the life 
of the spirit above the life of the senses and moral values 
above material wealth. 

No n- Violence 

The second basic principle of the Gandhian economic 
order is non-violence. According to Gandhiji, the capitalis- 
tic order of society is based on exploitation in its innumerable 
forms. The mechanized system of production enables the 
owning class to exploit the worker and deprive him of his 
legitimate share of the wealth which is the product of his 
own labour. Wealth which is thus accumulated by violence 
also requires to be protected by violence. The machine 
in the modern age has thus come to be the symbol of the 
exploitation of the poor by the rich. As long as production 
is based on a highly centralized system, there is little possibi- 
lity of bridging the gulf between the rich and the poor, 
and the friction between the haves and the have-nots is 
bound to continue. Let us therefore shift the accent in 
production from accumulation to distribution. In other 
words, let us have small self-sufficient village republics based 
upon decentralized production which would obviate unhealthy 
acquisition of wealth and minimize exploitation. Decen- 
tralization of the means of production and of the mechanics 
of distribution would automatically lead to a democratic 
social order. Centralized production and economic equality 
seldom go together. The concept of a self-sufficient rural 
economy is thus the practical application of the principle of 
non-violence to the sphere of economics. In the words of 
the author of the Plan, "In the non- violent society of 
Gandhiji's conception, therefore, there will be no room for 
exploitation because production will be for immediate use 
and not for distant profitable markets/' 

Sanctity of Labour 

Gandhiji would also restore to labour that sanctity 
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which makes it a source of delight and a life-giving force, for 
according to him, " the culture of the hand is indispensable 
to the culture of the mind." But life in modern society 
has been debased and vulgarized by the idle rich on the 
one hand and by sweated labour on the other : the former 
beguiling their time with soul-killing pastimes and the latter 
clamouring for leisure and the means to enjoy the good 
things of fife. Gandhiji, therefore, regarded the cry for more 
leisure as dangerous and unnatural. The lure of leisure 
leads to the introduction of labour-saving devices which in 
their turn render some absolutely idle and transform the 
majority into over-worked machine-minders or factory 
hands. Gandhiji, anxious to strike at the very root of the 
economically privileged class, insists on every one becoming 
as self-sufficient as possible. * Bread labour' in the Tolstoyan 
sense is an article of faith with him and therefore in the 
society of his conception no one should be either idle or over- 
worked. An equitable distribution of the obligation as well 
as the opportunity to work should be the basis of the normal 
routine of the community. 

Human Values 

Gandhiji was vehemently opposed to the modern concept 
of 'the economic man*. Economics to him was but a means 
to an end and the end is human welfare. To the extent 
that economics serves this end it is human ; the moment it 
ceases to do so it becomes inhuman and 'satanic'. Hence 
Gandhi ji's insistence on moral and human values in economic 
activities. Economics which permits exploitation of man 
by man is immoral whatever the dividends it brings in terms 
of money. To Gandhiji, man was the supreme consideration 
and life was more than riches. The human factor must weigh 
with us even in determining economic gains. Money should 
be the servant of man and not his master. 

Gandhiji and Machinery 

Much confusion prevails in this country and outside- 
regarding Gandhi ji's views on machinery. Has emphasis 
on handicrafts and cottage industries has often been mis* 
interpreted and misrepresented as blind opposition to every 
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type of machinery under all circumstances. His doctrine 
of self-sufficiency and self-governing village republics has 
been called obscurantist medievalism, an attempt to set 
back the clock of human progress. The author of the 
Gandhian Plan has rendered a great service to the cause of 
Gandhism by clarifying Gandhi ji's attitude towards machinery. 
He has presented a coherent picture of the economic order 
as visualized by Gandhi ji, and the place of the machine in 
the Gandhian pattern of society. "It must, however, be 
clearly understood that Gandhi ji is not against all machinery. 
* I have no design upon machinery as such. The spinning 
wheel itself is a piece of machinery.' His protest is directed 
against the current craze for machinery and its indiscriminate 
multiplication. He therefore does not desire to destroy 
machinery but to impose limitations on it." The need for 
imposing limitations on mechanization arises because of the 
peculiar economic conditions prevailing in the country. 
"The problem with us is not how to find leisure for the teeming 
mil. ions inhabiting our villages. The problem is how to 
utilize their idle hours which are equal to the working days 
of six months in the year", says Gandhi ji. Yet he welcomes 
machinery and modern inventions which lighten the burden 
of the villagers without displacing human labour. " Today 
machinery merely helps the few to ride on the back of the 
millions. It is against this constitution of things that I am 
fighting with all my might." The problem of distribution 
which has become the crux of the present-day economic 
malaise finds its most natural solution in the Gandhian order. 
" Distribution", says Gandhiji, " can be equalized when 
production is localized : in other words, when distribution 
is simultaneous with production." Decentralized small- 
scale production would cut at the very root of the process 
of the accumulation of wealth in the hands of the few. The 
problem of equitable distribution can best be tackled at the 
production end and not at the consumption end. Prevent 
the centralization of the means of production and the accumu- 
lation of wealth will automatically be checked. Centralized, 
large-scale production will inevitably result in the concentra- 
tion of wealth in the hands of the few. Hence Gandhiji's 
plea for imposing a limit on the indiscriminate growth of 
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mechanized industrialization. Machinery is good so long 
as it operates in the interests of all : it is nothing but an evil 
when it tends to serve the interests of the few. 

Objective of the Plan 

*' The chief objective of the Plan is to raise the material as 
well as cultural level of the Indian masses to a basic standard 
of life within a period of ten years." The Plan aims primarily 
at resuscitating the seven lakh villages of India and therefore 
the greatest emphasis is laid on the scientific development of 
agriculture and of subsidiary cottage industries. 

The basic standard of life for every individual includes : 

1. A balanced diet of 2600 calories per day, costing 

Bs. 5 per head per month at pre-war prices in 
rural areas. 

2. 20 yards of cloth annually, costing about Bs. 4 

at 3 as . per yard. 

3. Household expenses, medicine and other mis- 

cellaneous items of recurring expenditure, 
amounting to Bs. 8 per head per year. 
" The total annual expenses for each individual, therefore, 
will be at least Bs. 72." The present per capita income in 
rural areas according to the Plan being only Bs. 18, a four- 
fold increase will be necessary to make the basic necessaries 
and a minimum standard of comfort available to all. For 
achieving this objective the Plan recommends the develop- 
ment of agriculture and of cottage industries on scientific 
lines. 

Agriculture 

The Plan considers the reform of agriculture as the most 
important item in any scheme of economic development. 
The aim should be to develop agriculture and industries side 
by side and integrate them together. - The primary objective 
of agricultural development should be national self-sufficiency 
in foodstuffs and maximum regional self-sufficiency in food 
requirements. In order to realize this objective, certain 
radical changes in the agricultural set-up of the country have 
been suggested. The Zamindari and the Byotwari systems 
are to be replaced by the Mauzawari settlement or village 
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tenure system in which the whole village community is ool~ 
lectively responsible to the State for the payment of the 
total revenue. The village Panchayats should allocate lands 
to individual cultivators and recover the rent from them, 
not in cash but in kind at 1 /6th to 1 /8th of the produce. 
The Plan proposes the gradual abolition of proprietory rights 
in land either by paying compensation to the titJe-holders 
after a careful scrutiny of their titles or by a succession tax of 
not less than .50% of the capital value of the property inherited. 

For removing the evils of fragmentation and excessive 
sub -division of agricultural holdings the Plan proposes the 
consolidation of holdings on co-operative lines and co-opera- 
tive farming along with certain modifications in the present 
laws of inheritance. Liquidation of rural indebtedness is 
considered essential if the Indian peasant is to be raised from 
the morass of misery and poverty in which he is sunk. All 
attempts at solving this problem hitherto having proved 
unsuccessful, more drastic measures are to be adopted by the 
State. Appointment of special tribunals to scrutinize and 
scale down debts, cancellation of debts of over ten years' 
standing on which interest has been paid, issue of twenty- 
year State bonds to creditors, increased credit facilities to 
agriculturists and prohibition of private money-lending are 
other useful suggestions made in the Plan. 

As regards irrigation, the Plan aims at doubling the 
existing irrigation facilities at a cost of Rs. 175 crores non- 
recurring and Rs. 5 crores recurring charges. There is a 
provision for Rs. 450 crores for land reclamation and soil 
conservation. The financial aspect of the various agricul- 
tural projects may be presented as follows : 

(In crores of Rupees) 
Non-recurring Recurring 

Nationalization of land . . . . 200 

Land Reclamation & Soil 

Conservation 450 10 

Irrigation 175 5 

Experimental farms . . . . 100 26 

Credit facilities 260 

Total . . 1176 4(T~ 
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The Plan lays special emphasis on dairy farming as an 
occupation auxiliary to agriculture. It commends co-opera- 
tive methods for organizing dairies in villages and towns. 
"The farmers of a village can pool their individual cows in 
the form of a co-operative dairy by erecting a simple cattle 
shed for the purpose and purchasing a good stud bull. Manage- 
ment could be free and by rotation." Other subsidiary 
industries like tanning and leather work, fruit culture, 
vegetable gardening and forest industries are also mentioned 
in the Plan. 

Cottage Industries 

As the primary aim of the Plan is "attainment of 
maximum self-sufficiency in village communities", the problem 
of rehabilitating and developing cottage industries has been 
discussed at length. Spinning and weaving being national 
industries are naturally given the first place in the scheme. 
The aim of manufacturing Khadi is to make it a supplemen- 
tary industry to agriculture. "In order that it may fulfil 
this mission, it has to be self-sustained and its use must 
spread in the villages. Just as the villagers cook their own 
roii or rice, so must they make their own Khadi for personal 
use. The surplus, if any, they may sell." The Plan 
outlines a scheme for making every village self -sufficient in 
cloth which has the approval of the All-India Spinners* 
Association. It states, " If each able-bodied person spins 
for about an hour a day, every village can easily produce 
the cloth it requires." Blue-prints for other important 
industries like paper-making, oil extraction, paddy husking, 
etc., are given in . the chapter on Cottage Industries. 

Though the objective of the Gandhian Plan is to make 
every village self-sufficient and the villagers themselves are 
to take the lead in developing and organizing village indus- 
tries, the State is not to remain inactive* The State should 
regard the revivification of cottage industries as the chief 
plank in its industrial planning. It should assist the artisan 
by (a) providing cheap credit facilities to co-operative 
societies, (b) granting subsidies to certain cottage industries, 
(c) providing protection against unfair competition by large- 
scale industries, (d) organizing co-operative societies for the 
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purchase of raw materials and the sale of surplus craft goods 
and (e) providing facilities for technical training and research 
in the technique of handicrafts. 

Basic Industries 

Contrary to the general notion that Gandhiji was against 
the development of all large-scale industries, the Plan re- 
cognizes the need and importance of certain selected basic 
or key industries in a free India. The following basic in- 
dustries are to receive special attention : (1) Defence 
Industries, (2) Power Hydro-electric and thermal, (3) Mining 
and Metallurgy and Forestry, (4) Machinery and Machine 
Tools, (5) Heavy Engineering, and (6) Heavy Chemicals. 
But their development is to be so planned and their operation 
so regulated that they will not hinder but help the growth 
and evolution of cottage industries. The large-scale indus- 
tries are to be decentralized to the maximum possible extent, 
keeping in view the economic, social and military factors. 
The menace of rural unemployment or of undue dependence 
on machinery alone would be the limiting factors in the use 
of power for production. State ownership and management 
of key industries is to be the corner-stone of the Plan. For 
the period of transition from private ownership to State 
ownership the Plan lays down a general policy of State 
control over the price of goods, profits and labour conditions 
in the privately owned industries, checking the further ex- 
pansion of private enterprise, purchase of foreign assets 
by the State, and regulating competition between cottage 
industries and large-scale industries. 

We shall for the present leave out transport, communi- 
cations, banking and currency and public finance as they 
are relatively of secondary importance in the Gandhian 
economic order, nor is it possible for us to discuss them at 
length in a brochure like this. Gandhiji's views on educa- 
tion, public health and sanitation, etc., are so well known 
that the reader may be spared a resume of the social service 
section of the Gandhian Plan. However an extract from the 
chapter on Distribution may be appropriate as the success 
of any plan depends largely on the manner in which its re- 
sultant benefits are distributed among the people. If a plan 
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fails properly to solve the problem of distribution it is bound 
to fail in inspiring confidence in the people and enlisting their 
co-operation which is indispensable for its success. Th^ 
Gandhian Plan claims to solve the problem of distribution 
through production itself and simultaneously. In the words 
of its author, " With localizaton or rcgionalization of pro- 
duction, the problem of distribution will be greatly simplified^. 
With decentralization of production in small self-sufficient 
economic units, and the ownership by the State of the basic 
industries and public utilities, the rentier class would have 
scarcely any place in the national economy." Prevent the 
concentration of the means of production and concentration 
of wealth will automatically be checked. 

Finance 

The financial provisions of the Plan may be shown as 
follows : 



Activity 


Non-re- 
curring 
expendi- 
ture 


Recurring 
expendi- 
ture 


Capital 
necessary 


Agriculture 


(In cr 
1175 


ores of Rup 
40 


ees) 
1215 


Rural Industries 


350 




350 


Key Industries 


1000 




1000 


Transport 


400 


15 


415 


Public Health 


260 


45 


305 


Education 


295 


100 


395 


Research 
Total 


20 




20 


3500 


200 


3700 
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SOURCES OF INCOME 

(In crores of Rupees) 

Internal Borrowing . . . . . . 2,000 

Created money . . . . . . . . 1 ,000 

Taxation 500 



Total 3,500 



The Plan has two aspects urban and rural. The urban 
areas are to be planned on modern lines with large-scale 
industries under State ownership and control and inhabited 
by the working classes with their own mode of living. The 
rural areas are to remain essentially rural but with the pro- 
vision of certain amenities of modern life. Cottage indus- 
tries mainly plied by hand and accommodating limited 
capital are to be the chief feature of village life. The Plan 
does not state how these two factors are to be integrated into 
a unified national economy. National economy must be 
viewed as an organic whole and its problems tackled on a 
national scale. Very often the economic factors of urban 
and rural life come into conflict. The author of the Plan 
himself admits the seriousness of the economic drain from the 
villages to the towns. But he does not state how these 
two economies can be so regulated and co-ordinated as to 
check the drain on the rural areas. On the one hand the 
Plan insists on the ideal of self-sufficiency for villages ; on the 
other, it envisages an urban economy of key industries. 
The latter is bound to make inroads on the former to the 
detriment of rural economy. 

Village economy can function on a self-sufficiency basis 
only at a particular stage of economic evolution. It is the 
result of the working of certain economic forces and there- 
fore an organic system by itself. It can hardly be imposed 
from outside or above. But the whole complex of present- 
day economic trends militates against the survival of such 
an economy. Modern means of transport and communica- 
tion, large-scale industries and markets which the Plan 
envisages in the urban areas, though owned and controlled 
by the State, would profoundly affect all those economic 
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conditions and factors which necessitate or sustain a self- 
sufficient rural economy. How can the village economy 
remain stable and intact in the context of large-scale indus- 
tries ? The growth of gigantic modern industrial enterprises 
is bound to disturb the age-old serenity and security of rural 
existence. 

It may however be argued that the evil effects of large- 
scale industrialization can be countered by stringent economic 
controls. But in that case we are afraid the other ideal of 
the Gandhian Plan maximum individual liberty will be 
adversely affected. On this very plea the Plan has rejected 
the Soviet example in such emphatic terms : "The capitalist 
class was systematically eliminated and rooted out with 
an iron hand. There were mass murders, treason trials and 
purges, and the Communist Party reigned supreme in the 
name of the dictatorship of the proletariat. Individual 
freedom was rigorously curtailed and circumscribed/' Some 
restriction on personal liberty is inevitable and implicit in 
any planning. The State would have to exercise rigorous 
control in order to protect village economy from the inroads 
of large-scale industry. The process must necessarily involve 
the abridgement of individual freedom to a considerable degree* 

But the Plan itself doe: not contemplate any such drastic 
economic controls nor does it mention how economic equili- 
brium can be maintained between urban and rural life and 
economy. For instance, it is anxious to protect the interests 
of the agriculturists but ignores the problem of determining 
and stabilizing prices. It is a well-known fact that only a 
sound price structure can ensure fair prices to the producer 
as well as the consumer. Moreover, a scientific system of 
price control can also be utilized for reducing the glaring 
discrepancies in incomes and ensuring an adequate minimum 
standard of living for all. Without such a comprehensive 
price policy the agriculturist will hardly get a fair deal in 
any scheme of planning. Therefore the Plan should have laid 
down at least the broad principles of such a price policy. 

Further, it is not possible to say that the Plan has been 
uniformly consistent in giving a practical exposition of the 
principle of decentralization. The idea should have been 
expounded in a more concrete and coherent manner. "Unless it 
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is developed with imagination and with the fullest appreciation 
of its revolutionary significance, decentralization may end 
up in a commonplace village uplift scheme." But the mere 
enunciation of the principle of decentralization is not enough. 
It should be put on a scientific basis and applied to the eco- 
nomic conditions of the country so that it may be as potent 
for the good of humanity as centralization has been for its 
evil. We miss in the Plan a complete picture of an India 
studded with decentralized industries. 

It must also be said that decentralization of industries 
by itself is not enough to safeguard the interests of the village 
artisans. So long as profit remains the motive of production,, 
society can benefit neither by centralized nor by decentralized 
industries. The Gandhian Plan retains profit as the motive 
of production in village industries. It permits private 
enterprise and initiative in rural economy. It is just possible 
that this may give rise to a new class of petty capitalist 
artisans. This new class may prove a formidable rival to 
Co-operative Societies. Moreover, socialized key industries 
in the urban areas and private enterprise in rural industry 
may prove to be an incompatible mixture, ineffective for 
curing the economic ailments of India. We may cite here 
the failure of the present system of partial State control and 
private enterprise operating in the field of food and cloth 
rationing. Such a state of affairs can neither remove 
consumers 1 hardships nor abolish disparities in income. 
It is more likely, if anything, to make the rich richer and the 
poor poorer. 

We have also our own misgivings as regards the target 
of the per capita income aimed at in the Plan. After agri- 
culture, cottage industries will be the second most important 
source of income in the villages. Any increase in the income 
brought about by improved agriculture can at best be gradual. 
We are therefore led to believe that the Plan pins its hopes 
on cottage industries for bringing about a four-fold increase 
in the per capita income of the villagers. How it is possible 
within ten years to raise our pet capita income to four times 
its present level with the help mainly of village industries, 
and that too within the limits of self-sufficiency, has not 
been adequately explained by the author of the Plan. An 
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income budget of a typical artisan rehabilitated on the lines 
of the Gandhian Plan would have convinced the reader of the 
soundness of the calculations made in it. The principle of 
self-sufficiency may also impose its own limitations on village 
development. It rides out specialization altogether and 
does not permit the free application of the law of substitution. 
Hence the efficiency of production can hardly be raised to 
the maximum. Reorganization of rural industries on a 
self-sufficiency basis and improvement in the technique of 
production may result in raising the per capita income up 
to a certain point and not beyond, as the restrictions of a 
self-sufficient economy would limit further progress. The 
facts and figures mentioned in the Plan do not, in our opinion, 
serve to prove the contrary. 

Further, the Plan itself contains a limitation on the 
development of village industries. It provides the meagre 
sum of Rs. 5,000 per village for developing cottage industries, 
whereas the ideal of self-sufficiency would require the 
development of a large number of cottage industries in every 
village. The carpenter, the blacksmith, the weaver, the 
shoe-maker, the potter, the dairyman and a host of other 
artisans and craftsmen are indispensable to any village 
economy. The amount of Rs. 5,000 for all-round rural 
development may prove quite inadequate. As according 
to the Plan these industries are to supply the major portion 
of consumer goods, it should have provided for more capital 
outlay for developing cottage industries on up-do-date 
lines. 

A rural India of autonomous village communities and 
an urban India on the Russian model would be an incon- 
gruous two-storeyed structure dividing the body politic 
into two distinct and heterogeneous economic sectors. This 
is the picture presented to us in the Gandhian Plan. The 
two sectors are bound to differ, and differ radically, in point 
of ownership, production, technical equipment, administra- 
tion and management, labour conditions, etc. In brief, 
there would be two entirely different environments. Under 
these circumstances, it should have been made incumbent 
on the State to enforce a national minimum wage policy 
and assure every working man a 'national minimum' below 
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which he would never be allowed to slide. As the Plan 
permits private enterprise in village industries, it becomes 
doubly necessary for the State to regulate village economy 
in such a way that the artisan or worker employed by an 
individual gets wages not below the national rate. There 
is no reference in the Plan to any such wage policy, which 
is an obvious lacuna. 

The evil of 'created money' has crept into the Gandhian 
Plan too. The author believes that a popular Government 
would necessarily command the confidence of the people 
and that therefore a sum of Rs. 1,000 crores could be 
raised by creating new money against ad hoc securities. It 
is hoped that this will not create any inflationary crisis or 
disturb financial stability. But experience has shown that 
a National Government backed by a popular majority is not 
necessarily capable of checking the inflationary effects of 
created money. Runaway inflation can be curbed only 
by means of ruthless and comprehensive controls. But the 
Gandhian Plan is constitutionally averse to such drastic 
curtailment of civil liberties. The financing of economic 
development by means of ' created money' is likely to create 
a gap between the volume of purchasing power in the hands 
of the people and the volume of goods available for consump- 
tion. In the case of development projects especially, a time 
lag must necessarily intervene between inception and final 
completion in which no addition to the national income 
can take place to offset the inflationary effects. For example, 
let us suppose that we spend Rs. 1000 crores on removing 
illiteracy and an equal sum on anti-malarial measures. 
Teachers and anti-malaria workers will benefit by Govern- 
ment disbursements and command increased purchasing 
power. But their augmented purchasing power is not 
balanced by increased production of consumer goods. In 
the absence of price control prices must inevitably rise, leading 
to the dreaded inflationary spiral. Financing development 
projects with created money presupposes an all-powerful 
controlling authority whi< h the Gandhian Plan rules out 
altogether. * Fiat money ' and ' minimum government ' on 
the principle that ' that State is the best which governs least * 
are two incompatibles which the Gandhian Plan attempts to 
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reconcile unsuccessfully. 

The Plan, moreover, relies entirely on internal funds, 
i.e., internal borrowings, created money, taxation and income 
from State-owned industries. It neglects altogether external 
resources like sterling balances, favourable trade balances 
and foreign borrowings. We are only too aware in what 
precarious position our sterling balances are today. But 
favourable trade balances and foreign borrowings under pres- 
cribed conditions can prove sound methods of financing 
development projects. We shall anyhow require foreign 
currency for acquiring existing foreign assets and establish- 
ments in the country. Besides, for some years to come, 
we shall require foreign credit for financing the import of 
capital goods for starting defence, key and heavy industries, 
the development of which, according to the Gandhi* n Plan, 
shall by no means be neglected in a free India. 

A unique feature of the Plan, which has been overlooked 
by other planners altogether, needs to be mentioned here. 
In his recent book Gandhian Plan Reaffirmed, Acharya 
Agarwal has described the role India is destined to play in 
the reconstruction of the Asian economy. It is true that the 
economic problems of most of the Asian countries are very 
much similar. But it is equally necessary to realize that the 
Asian countries can attain self-sufficiency on the basis of 
regional mutual co-operation among themselves. Because 
of her abundant man-power, industrial development, deve- 
loped means of transport and communications and achieve- 
ments in scientific and industrial research India is eminently 
fitted to give a lead to industrially undeveloped countries 
of the East. She can take the initiative in the following 
directions as indicated by the author of the Gandhian 
Plan:- 

(a) By placing at the disposal of other countries her 
vast experience in irrigation, textiles, steel 
works, hydro-electric works and agriculture. 
(6) By providing facilities to the young men of other 
Asian countries for obtaining technical training 
in her high-grade technological institutions, 
(c) By exchanging experts in different branches of 
technology with other Asian countries. 
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(d) By obtaining the services of Western technicians 

for several countries on a joint and co-operative 
basis. 

(e) By avoiding duplication of efforts in developing 

special industries in different countries of Asia. 
(/) By improving transport and communications 
between Asian countries for purposes of co- 
ordination in economic planning. 



CHAPTER VI 

THE PLANNING ADVISOUY BOARD 

In the immediate post-war period, a number of plana 
and projects for rehabilitation and reconstruction were 
formulated both by the Central and the Provincial Govern- 
ments and by several important non-official agencies. A 
spate ofliterature on planning poured forth and several official 
and non-official schemes began to be put into execution 
all of which only resulted in a multiplicity of unco-ordinated 
activities involving a huge waste of money, time and energy. 
The Planning Advisory Board was therefore appointed by the 
Government of India to make a rapid survey of the work al- 
ready done in the field of planning and to make recommenda- 
tions regarding co-ordination and reform of planning, objec- 
tives and priorities and the machinery of planning. Under 
the able chairmanship of Mr K. C. Neogy, the Board com- 
pleted its task within two months and submitted its report 
to the Government in December, 1945. 

Objectives and Priorities 

The Board endorsed the general objectives of planning 
as outlined in paragraph IV of Part I of the Government 
of India's Second Report on "Reconstruction Planning. 
Broadly speaking, improvement in the general standard of 
living of the people as a whole and useful employment for all 
were to be the main objectives of planning. Adequate and 
effective organization of the defence of the country was re- 
garded as a secondary objective. The Board gave only 
qualified approval to the doctrine of national self-sufficiency 
because, in its opinion, "no country can be absolutely suffi- 
cient." However, national self-sufficiency ' 'should certainly 
be aimed at in certain spheres, e.g., in the production of essen- 
tial foods." For the attainment of these objectives the Board 
made three recommendations : the development of the resour- 
ces of the country to the maximum possible extent, the 
equitable distribution of the wealth produced and a balanced 
^economy through 'regional ization'. 

The Board, while seeking to give definite and concrete 
shape to the general objective of raising the standard of living 
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of the people, felt constrained to remark that " we do not at 
present possess in India either sufficient knowledge and 
statistical information or sufficiently extensive control over 
economic activity to be able either to frame or to execute 
plans whose combined and cumulative effect will be to increase 
per capita income by a pre-determined amount." Never- 
theless the Board approved the quantitative norms adopted 
by the National Planning Committee and by the authors of 
the Bombay Plan. It also emphasized the need of fixing 
specific targets for individual industries, for certain branches 
of agriculture and for the development of shipping, railways, 
roads and other forms of communication. Composed of 
experienced and practical persons as it was, the Board coun- 
selled that "moderate targets which can be executed within 
definite time limits are a surer foundation for industrial deve- 
lopment than more grandiose schemes which if successful 
might turn out to be in excess of the absorptive capacity of 
the country and if unsuccessful give a serious set-back to its 
progress/' (ibid Part III, page 14.) 

The Board expressed its inability to fix definite and 
absolute priorities as they depend largely on the tempo 
and exigencies of activities. A simultaneous advance in all 
the important sectors was highly desirable but in the initial 
stages the emphasis was to be on increased production. 
"Moreover, priority is in essence a question of emphasis ac- 
cording to the exigencies of a given moment and not a mat* 
ter of exclusive concentration on this or that industry or 
industries." However, the Board recommended that first 
preference be given to defence industries and to industries- 
relating to primary necessities such as food, clothing and 
housing, to coal and to transport. Irrigation, hydro-electric 
power, iron and steel and chemicals were also to be given equal 
preference. The manufacture of machinery would come next 
and industries producing consumer goods other than essentials 
would be the last on the priority list. But the development 
and expansion of the various sectors require a large army 
of trained personnel which was therefore to be regarded aa 
priority No. 1. The Board laid special emphasis on the 
observance of these priorities in the following words : "We 
would like to emphasize that in addition to fixing priorities 
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it is essential to ensure that, so far as may be, these priorities 
are actually observed." It therefore recommended the 
immediate setting up of a Priorities Board for the allocation 
of certain basic resources in accordance with the requirements 
of the situation in the country as a whole. 

Co-ordination and Improvement of Planning 

The Board makes references to the 'bottlenecks' of 
finance, capital equipment and of trained personnel which 
may slow down the pace of execution of the plans. During 
the next five years the lack of capital, in the opinion of the 
Board, may not present any considerable difficulties, for 
"what is physically possible is likely to be financially possible" 
provided the Central and Provincial Governments tackle the 
execution of the development schemes in a co-operative spirit 
and agree on a common financial policy. 

Secondly, all efforts in the initial stages are to be con- 
centrated on building up national wealth. The Board suggest- 
ed three measures for mobilizing the financial resources of 
the country : (1) increased taxation, (2) increased borrowing 
and (3) creation of additional money. The planners are 
warned by the Board to use the third method only as a last 
resort, for created money, in the absence of strict discipline 
and economic controls, may bring disaster to the country. 
Created money was to be used only for such productive pur- 
poses as would result in augmented national wealth. The 
Board prescribes taxation as the chief means not only for 
financing development plans but also for securing planned 
distribution of the increased national wealth. The entire 
taxation structure of the country being antiquated and un- 
scientific, the Board recommends its complete overhauling. 
Although a very large proportion of the capital required for 
implementing new projects will have to be realized from 
internal borrowing, the Board is not averse to external borrow- 
ing provided it does not infringe national sovereignty. "We 
are of the opinion that the intrusion of foreign firms in the 
field of Indian industry should not be allowed" for "foreign 
vested interests once created would be difficult to dislodge, >r 

The second 'bottleneck' is lack of capital equipment and 
of certain types of raw materials. In view of the undeveloped 
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state of our basic industries the country in the immediate 
future will have to depend on imported capital equipment. 
The Board feels that India is comparatively in a more favour- 
able position to obtain machinery from abroad for she will 
have no difficulty in procuring the required foreign exchange 
because of her favourable balance of trade, her sterling assets 
-and external borrowings. As regards raw materials, during 
the next few years coal, steel, timber and cement are likely to 
be in short supply. For the allocation of these basic materials 
according to priorities the Board has suggested the establish- 
ment of a Priorities Board. 

The third * bottleneck* is the lack of trained technicians, 
to overcome which the Board recommends the provision of 
training facilities for providing cadres to meet the personnel 
requirements of all sectors of planned national economy. 
Training was to be given in India itself as far as was possible. 
Other proposals made by the Board in this connexion are : 

!1 ) comprehensive review of all schemes for technical training ; 
2) proper co-ordination ; (3) revision of courses and curricula 
in order to bring them into line with modern requirements; 
(4) maintenance of a national register of technicians; and (5) 
replacement of the 'Bevin Boys' Scheme. 

After considering the different sectors of planning in de- 
tail, the Board has in most of the cases concurred with the 
recommendations made in the various Governmental Reports 
and the Reports of the different Panel?. We shall here 
mention only those observations and recommendations 
of the Board which are original and indicate a new approach. 
The Board strongly recommends the creation of multi- 
purpose Co-operative Societies in the villages to stimulate 
and canalize local initiative. To co-ordinate and direct 
the activities of the village societies, an executive authority 
with adequate funds and powers should be set up in each dis- 
trict which should carry out investigations regarding the re- 
quirements of the area and arrange for the supply of the 
necessary facilities. Each such District Authority should 
consist of representatives of all the departments concerned 
with village life, thus bringing them together under a 'unified 
command' under the jurisdiction of the Provinces or Indian 
States. The Centre could influence agricultural planning by 
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its financial policy and by giving expert advice to the units. 
It could make financial grants to the Provinces on condition 
that an adequate proportion will be devoted to those schemes 
which are intended to increase agricultural production. The 
Centre could also ensure a regular and adequate supply at 
reasonable prices of materials and equipment essential for 
agricultural development like iron and steel, coal, cement and 
other construction materials, agricultural tools and imple- 
ments, etc. In the field of research, education and propa- 
ganda the Centre could render valuable service to the Provin- 
ces and States. Government could also assure stable prices 
for agricultural commodities through import and export 
control and government purchases? 

The Board has further drawn the attention of Govern- 
ment, to the necessity for co-ordinating agricultural and in- 
dustrial planning, for planning is one and indivisible and 
agriculture and industry act and react on each other. Agri- 
cultural development projects, in the opinion of the Board, 
must be carried through, as far as possible, with the intelligent 
And willing co-operation of the cultivators, but where such 
co operation is not forthcoming, legislative compulsion 
may be applied to enforce reforms. The Board has stressed 
the need of co-ordinating the work of political and admi- 
nistrative units in the field of agricultural development, 
such co-ordination beinp based on the realization of their 
common interest in research, price stabilization, marketing, 
co-operation, etc. 

State Ownership and Management of Industries 

The question of State ownership was not included in the 
terms of reference of the Board. Consequently it has expressed 
its reluctance to make any recommendations on this subject. 
However, it has recorded its opinion that if at the present 
juncture the State attempted to take into its own hands 
the ownership and management of a large range of industries, 
the industrial development of the country might not be very 
rapid. Nevertheless, the Board has recommended the 
policy of gradual nationalization of a few selected basic 
industries. Apart from defence industries and any industry 
for which private capital was not forthcoming, the Board has 
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recommended the nationalization of coal mines, mineral oils, 
iron and steel, and motor, air and river transport. The ex- 
tension of State activity in the industrial sphere will necessi- 
tate the re-organization of governmental machinery on new 
lines so as to make it more effective and efficient for the under- 
taking of new enterprises. According to the Board, "the 
best way of conducting State enterprise will be through public 
corporations ". The Board has expressed its general agree- 
ment with the resolution of the National Planning Committee 
regarding the ownership and exploitation of the mineral 
wealth of the country. "The mineral wealth of the country 
belongs to the community collectively. The exploitation of 
minerals and development of mining and mineral industries 
should be reserved exclusively to be carried out as public 
enterprises." But the Board does not consider that the na- 
tionalization of mines and mineral industries is immediately 
feasible. An alternative policy was therefore suggested, 
i.e. the working of minerals was to be reserved for the nationals 
while the responsibility for regulation and co-ordination of 
mineral development was to be assumed by the Central 
Government. 

Machinery of Planning 

In the opinion of the Board the future machinery of 
planning should be organized on a functional basis. At 
present the responsibilities of the Central Government are 
limited and a very large number of developmental subjects 
are administered by the Provinces. Yet the Central Govern- 
ment can influence the developmental activities of the Pro- 
vinces through its currency, credit, trade and transport poli- 
cies. Moreover, if the existing legislative powers of the 
Central Government are judiciously used with war-time 
controls, it can considerably influence national planning. The 
Board found the existing machinery for dealing with planning 
and allied subjects at the Centre to be unsatisfactory and 
has therefore suggested a Planning Commission which frill 
be a single, compact, authoritative organization directly res- 
ponsible to the Cabinet and devoting its attention continu- 
ously to the whole field of development. It should be com- 
posed of not more than five and not less than three members* 
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assisted by a Secretariat and appropriate technical panels. 
The Commission should be a non-political body completely 
and permanently dissociated from the vicissitudes of politics. 
Its composition should be as follows : 

(1) A Chairman having general experience of public 

affairs ; 

(2) two non-officials with knowledge and experience 

of industry, agriculture and labour ; 

(3) a Government official with knowledge and experi- 

ence of finance and general administration, and 

(4) a person eminent in the field of science and tech- 

nology. 

The main functions of the Commission will be formulating 
plans for the development of major industries and important 
minerals; scrutinizing, co-ordinating, stimulating and watch- 
ing the progress of various provincial and central projects; 
making recommendations to Government regarding allocation 
of funds, forms of state-aid, regulation of industries, trade, 
currency and credit; allocating material resources in accor- 
dance with priorities; encouraging and organizing research; 
and publishing statistics and periodic reports of progress. 

The Commission could only make recommendations and 
decisions would rest with Government ; but as far as priorities 
are concerned, the Commission's decisions should be final. 
It would have to be in close touch with the activities of the 
following bodies : 

(a) The Scientific Consultative Committee, 
(6) the Tariff Board (Permanent), and 
(c) the Central Statistical Bureau. 

In order to make the advice and opinion of a bigger body 
available, a consultative body of 25 to 30 members should 
be set up to include representatives of Provinces and States, 
and representatives of agriculture, industry, commerce, labour, 
science, etc. This body will review the progress reports of 
the Planning Commission and facilitate co-operative action 
by voluntary agreement among the various political units. 
The pattern of organizational machinery suggested for the 
Centre should also suit the requirements of Provinces and the 
States. 



CHAPTER VII 

ECONOMIC POLICY OP THE INTEBIM GOVERNMENT 

"We have decided that immediate arrangements 
should be made whereby Indians may decide the future 
constitution of India and an Interim Government may 
be set up at once to carry on the administration of 
British India until such time as a new constitution can be 
brought into being" runs a passage in the British Cabinet 
Mission's Statement of 16th May, 1946, which is the genesis 
of the so-called Interim Government. In order to give con- 
crete shape to this declaration of the British Government, 
the Governor- General of India announced on 24th August, 
1946, the appointment of an Interim Government composed 
of the representatives of the principal Indian political and 
communal parties. It is not relevant to the purposes of our 
present study to sketch the tangled political background 
or to trace the many vicissitudes through which the Interim 
Government was to pass before the birth of the Dominion of 
India. We are concerned here only with a critical exami- 
nation of the economic plans and policies of the Interim 
Government in order to round off our study of the several 
economic plans for India before we proceed to a more general 
discussion of the wider issues and problems involved in a 
planned national economy. 

Of the two major political parties constituting the Interim 
Government, i.e., the Indian National Congress and the 
Muslim League, the latter, conditioned largely by the historical 
circumstances of its origin and growth, had no distinctive 
economic ideology or policy of its own. A communal organi- 
zation masquerading as a political party a phenomenon 
not unfamiliar to students of colonial imperialism with its 
classic strategy of 'divide and rule' it had never given 
serious thought to the economic problems of the country, 
while the Indian National Congress had evolved through the 
long and eventful years of its struggle for political eman- 
cipation a definite and workable economic ideology of its 
own. Prom the days of Bomesh Chandra Dutt, Mahadev 
Govind Banade and Dadabhai Nowrojee to Mahatma Gandhi 
and Pandit Jawaharlal Nehru in recent times, the Congress 
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had built up a tradition in economic thought which profoundly 
influenced the minds not only of its own rank and file but 
official circles too. For a detailed study of the subject, the 
reader is referred to the work of the National Planning 
Committee, the Ail-India Village Industries Association, 
the All-India Spinners' Association, the Reports on the 
working of the Congress Ministries and the various Resolutions 
on economic matters adopted by the Congress from time to 
time. The basic principles of the economic policy and pro- 
gramme of the Indian National Congress were, however, 
first precisely formulated in the Fundamental Rights Reso- 
lution of the Karachi session of the Congress in 1928. With 
these preliminary remarks we shall pass on to consider the 
economic policies and plans of the Interim Government. 

Food and Agriculture 

When the Interim Government assumed charge of the 
administration, the food situation in tho country was critical 
and alarming. Some areas were menaced by the threat of 
imminent starvation, while the over- all situation was deterio- 
rating steadily. Dr Rajendra Prasad, the Food Minister 
inthelntori:u Government, thus described the situation in 
his broadcast talk on 23rd September, 1946, just three weeks 
after assuming office: "With the failure of crops in our own 
country, short allocations from abroad, a heavy short-fall in 
the arrival of these allocations, difficulties of transport in 
Siam arid Java and non-materialization of expected imports 
from Argentina, we are faced with a grave situation." These 
several factors had caused a deficit of seven million tons 
which was about 10 percent of the normal produce a most 
disquieting situation for a country like India which habitually 
lives from hand to mouth. Under the able stewardship of 
Dr Rajendra Prasad, tho Food Department faced the crisis 
with courage, wisdom and dispatch. Government efforts 
to meet the emergency can be studied under three heads : 
Imports from abroad, Internal Procurement and Distribution, 
and Increased Production Campaign. 

Imports from Abroad 

As soon as Government discovered that there was a big. 
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deficit which could not be met by internal supply it deputed 
the Food Secretary, Sir Robert Hutchings, to London to 
present India's case before the International Food Emergency 
Commission. The visit of ex-President Hoover of America 
and an American Mission under Dr Schultz also attracted 
the attention of the world to India's menacing food position. 
As a result, ad hoc arrangements were made for securing 
wheat from America, Australia, Canada and other countries 
and rice from Siam, Indo-China and Indonesia. Food-grains 
were also imported from Iran, Turkey, 'Abyssinia, Egypt 
and Brazil. Diwan Chamanlars mission to Argentina suc- 
ceeded in securing 300,000 tons of maize. In order to enable 
Siam and Indonesia to overcome their internal transport 
difficulties which were impeding movement of food-grains, the 
Government of India offered locomotives, wagons and motor 
vehicles to Siam and coal and trucks to Indonesia. From 
all these sources Government succeeded in securing 1 ,700,000 
tons of cereals. 

Government, however, was fully alive to the fact that 
in view of world- wide food shortage, it was neither possible 
for a country like India to depend for its food requirements 
on imports from abroad for any length of time, nor was it 
desirable. DrRajendra Prasad, in the course of a debate 
on the food situation in the Central Assembly on 4th 
November, J946, said: "We have seen that we cannot 
depend upon imports from foreign countries for meeting our 
requirements. It is not desirable either to continue to depend 
upon such imports. India is an agricultural country and it is 
really a matter of shame for us if we have to go to other coun- 
tries for the one thing which is supposed to be our speciality, 
namely, foodstuffs." Therefore, Government turned its atten- 
tion to increasing internal procurement and launching pro- 
jects for intensifying production of food-grains. 

Internal Procurement and Distribution 

Efficient internal procurement is rendered extremely 
difficult in a vast country like ours, where small surplus stocks 
have to be located and collected from millions of farmers 
spread all over the land. Lack of statistics and reliable in* 
formation is a further handicap. In the ryotwari areas the 
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work of procurement was slightly easier and more successful 
than in the permanently settled areas where lack of data was 
more acute. Through a system of monopoly procurement 
Government could collect in all 3,800,000 tons as against 
1,700,000 tons of imports which comes to about 16 per cent 
of the surplus which the cultivator places in the market. 

To make the best possible use of the available internal 
and external resources arid to ensure fair and equitable dis- 
tribution, rationing and controlled distribution schemes were 
extended, particularly in the urban areas. In March, 1943, 
the number of people rationed was only 2 millions. On the 
1st of December, 1946, their number was 150 millions. For 
meeting the demands of the population under rationing and 
controlled distribution urban as well as rural Government 
distributed about 650,000 tons of food-grains every month. 

* Grow More Food ' Campaign 

In addition to imports from abroad and intensified 
internal procurement, Government took all possible steps 
to increase the production of foodstuffs in the country. 
The production programme of Government had a two- fold 
objective : to produce enough for tiding over the present 
crisis and to produce more in order to raise the nutritional 
standards of the people quantitatively as well as qualitatively. 
Therefore, the problem was attacked with long-term mea- 
sures and short-term measures. Several multi-purpose pro- 
jects were planned by Government like the Damodar Valley 
Project, the Mahanadi Project and the Kosi Project in 
order to check flood havoc, to avert the danger of drought, 
to generate electric power and to facilitate navigation. "The 
idea is", the Food Member stated in the Central Assembly, 
"to train the rivers and to so control them as to turn the 
water which is now a source of havoo and devastation into 
a source of profit to the agriculturist and at the same time to 
create power which will be available for industrial and other 
purposes cheaply." But the execution of these ambitious 
schemes inevitably involves the time factor and long-term 
projects are no answer to pressing present needs. Therefore, 
in order to produce immediate results, Government launched 
a "Grow More Food" campaign. Its aim was to produce an 
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extra four million tons of food within the next five years. At 
first sight, the project may seem somewhat ambitious and 
impracticable. But considering that the target of 4 million 
tons works out to about 6 per cent of the total annual food 
production, it cannot but be held eminently reasonable and 
realistic. For implementing this scheme, Government decided 
to give direct aid to the agriculturist by providing additional 
irrigation facilities, supplying manure and improved quality 
seed and also agricultural tools and implements. Reclamation 
of waste land was another measure initiated by Government. 
The Central Government was to subsidize each "Grow Moie 
Pood" scheme to the extent of 25 per cent and the Provincial 
Government to the extent of another 25 per cent, thus bearing 
half the cost of every project between the two of them. The 
limited objective of the production drive was, in the first 
instance, to meet the present demand at the current scale of 
consumption and not at one bound to raise the standard of 
nutrition or of living of the community. But it was hoped, 
besides making up the immediate deficit, to add something 
to the income of the fanner, which brings us to a consideration 
of the agricultural price policy of Government. 

Agricultural Price Policy 

The problem of agricultural prices is rendered complex 
by the conflicting claims and importunities of the producers 
and the consumers, not to mention the distributors, wholesale 
or retail. Government had to view the problem from two 
angles : the price to be paid to the cultivator for his produce 
and the price at which it is to be sold to the consumer. The 
two are not easy to reconcile, because, while the farmer would 
like to get as much as possible for his pr oduce, the consumer 
is by no means willing to pay exorbitant prices for his food- 
stuffs. Government have to strike a balance between the two. 
Although the prices of the principal food-grains throughout 
the country are fixed at controlled rates, hoarding and pro- 
fiteering, and corruption and black- marketing tend to push 
prices steadily upward and frustrate controls. In order to 
check these evils, the system of monopoly procurement was 
introduced. Wherever possible, co-operative societies were 
set up in order to eliminate intermediaries as far as possible 
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and to curb runaway prices. 

But Government's legitimate desire to prevent undue 
rise in prices did not imply any intention on their part to 
deprive the cultivator of a reasonable price for his produce. 
Government had given the most careful consideration to the 
demand for raising the prices of agricultural commodities with 
a view to ensuring a fair and reasonable return to the cultiva- 
tor. An analysis of the population shows that it consists 
of 40 per cent of non-producers who purchase their food 
requirements from the market ; the remaining 60 per cent are 
producers. As the Food Member stated^in one of his Assembly 
speeches, prices have to be fixed in such a way as to be fair 
both to the consumer and to the producer. The demand for 
higher prices for agricultural produce is based on the argu- 
ment that the cultivator has to pay proportionately more for 
what he purchases in the market than Tvhat he gets for his own 
produce. But the index figures for the vaiious commodities 
as in September, 1946, tell a somewhat different story : 

[August 1939 base . . . 100.] 

Bice .. ..322 Iron 117 

Wheat . . . . 373 Hides & Skins . . 200 

Sugar .. ..169 Kerosene .. ..151 

Cot ton . . . . 1 92 Cotton manufactures 261 

Jute .. ..227 

Those figures clearly show that the prices of agricultural 
commodities have risen higher than those of other consumer 
goods. Therefore there is no convincing case for raising the 
price of foodstuffs. In the words of the Food Member, "To- 
day the cultivator is getting what in fairness he can claim." 
Had the prices been unfair, the cultivator would have reduced 
production by (a) leaving his land uncultivated, (b) diverting 
his land from food crops to other crops, or (c) relaxing inten- 
sive cultivation. But there was no evidence to show that 
any of these things was happening. Hence Government 
decided to maintain current prices, keeping in view the inte- 
rests of the producers as well as of the consumers. Govern- 
ment, however, gave the assurance that if and when the neces- 
sity for raising agricultural prices arose, they would not 
hesitate to revise their policy. 
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Trade and Industrialization 

The first official statement on the Interim Government's 
objectives in the sphere of trade and industrialization came 
from the Hon. Mr C. H. Bhabha, Commerce Member, in his 
address to the Trade Policy Committee meeting held on 19th 
September, 1946. Mr Bhabha in his speech thus stated some 
of the fundamentals of the administration's policy regarding 
trade and the industrial development of the country : "Our 
general approach to the problem of trade policy is based on 
the principle that India must take full part in all interna- 
tional conferences and develop close and direct contacts 
with other countries and co-operate with them in the fur- 
therance of world peace and freedom. " But he also made it 
sufficiently clear that the Interim Government considered the 
expansion of trade not as an end in itself but as a means to an 
end. The end was nothing less than raising the standard of 
living of all the backward peoples of India and the world. 
Therefore no schemes of economic reconstruction were accep- 
table to India which did not ensure her rapid industrializa- 
tion. "We are determined to initiate effective measures for 
the rapid economic development of this country, for it is our 
firm conviction that if our people are to be freed from the 
shackles of poverty and other evils, our national resources 
must be developed to the full," said Mr Bhabha. Another 
official spokesman, Mr R. K. Nehru, Joint Secretary, Depart- 
ment of Commerce, and Leader of the Indian Delegation, spea- 
king at the Plenary Session of the Preparatory Commission 
on Trade and Employment held in London on 1 7th October, 
1 946, stated his Government's position in these words : "India 
is prepared to collaborate in all schemes which promise subs- 
tantial and constructive assistance for implementing her policy 
of rapid industrial development. India will, therefore, in 
the sphere of trade and employment press not only her own 
case but also champion the cause of other backward countries 
of the world. If our economic objectives are sound and 
there seems to be general agreement that the rapid economic 
development of all countries is a desirable objective then we 
must retain the power to regulate our trade relations with other 
countries by methods which are both effective and economical 
from our own point of view and which will yield maximum 
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results at minimum cost to all the interests concerned." 

Further elucidating the Interim Government's trade and 
industrialization policy, the Commerce Member in a speech to 
the Bombay Indian Chamber of Commerce on the 1 1th October, 
1946, said that India would not hesitate to use such approved 
instruments of trade regulation as were appropriate to her 
special circumstances. Her immediate programme of trade 
expansion would, therefore, be directed towards developing 
her export trade in manufactured articles and regulating her 
import trade so as to import only those goods which are essen- 
tial for her industrial expansion. Planned regulation of 
India's external trade with a view to developing her trade and 
industry would in no way militate against the interests of 
highly industrialized countries of the West, as the develop- 
ment of the backward countries would ultimately raise the 
volume of trade and employment of the world as a whole. 
With her altered economic status, India would prefer a system 
of non-discriminatory trade to preferences or discriminations, 
EP under the former system she can have free access to all the 
markets and thus make the best use of her sterling balances. 
The demand of the highly industrialized countries for free 
access to raw materials must be balanced and reciprocated by 
conceding the right of the backward countries to have free 
access to capital goods and technological skill. As the econo- 
mies of war-devastated countries had not yet attained equili- 
brium and as* India had not finalized her development plans, 
the precise formulation of a long-term tariff policy at this 
stage was rather difficult. Therefore she reserved the right 
to change her trade and tariff policy according to the exigen- 
cies of the internal and external situation. 

For the development of the country's external trade 
the Interim Government appointed Trade Commissioners 
in foreign countries and sponsored industrial and technical 
missions abroad to establish and strengthen contacts. Our 
trade relations with the U.S.A. were bound to develop with 
our progress in industrialization as she was the leading 
country in the world which was in a position to supply us 
with badly needed capital goods and technical skill. Since 
the beginning of the War up to 31st March, 1946, India had 
earned Bs. 405 crores worth of U. S. A. dollars and had spent 
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Rs. 240 crores, having a net surplus of Rs. 165 crores. With 
the relaxation of the tests of essentiality and non-availability 
applied when drawing on the Dollar Pool and the establish- 
ment of full responsible government, India's over-all trade with 
the U. S. A. was bound to grow by leaps and bounds. The 
Interim Government had also given serious consideration to 
India's economic relations with the U.S.S.R. The Soviet 
Trade Agency in India was given the fullest assistance and all 
facilities for the procurement of raw jute, jute manufactures, 
tea and tobacco in India. Government was exploring possi- 
bilities of importing food -grains from Russia in return. The 
question of resuming trade relations with Japan was under 
consideration by the Allied Trade Board of the Far Eastern 
Commission. As a result of representations from the Govern- 
ment of India it was accepted that India should supply a 
substantial part of the Japanese demand for cotton and in 
return she was promised silk, rayon and other goods from 
Japan. Our Political Representative in Tokyo was instructed 
to explore the possibility of scouring capital goods from Japan, 
particularly textile machinery and mill stores. 

However important India's trade relations with more 
remote countries like Great Britain or the U. S. A. might be, 
her natural sphere of influence is in the Indian Ocean region 
in South-East Asia, in the shaping of whoso economy India 
is destined to play a major role. Her trade with her neigh- 
bours in the Middle East and the Far East is bound to grow 
in value and significance. The Asian Relations Conference, 
appropriately enough, discussed at considerable lengthhow best 
India could champion the cause and promote the intorests of 
the economically backward countries of Asia. The delibera- 
tions of this Conference, though entirely non- official in inspira- 
tion and character, are bound to influence India's external 
trade policy as well as those of her immediate neighbours. 

An analysis of the trade policy of the Interim Govern- 
ment would not be complete without a brief reference to its 
mechanics of controls. The Interim Government inherited 
a war-shattered economy together with the many bad legacies 
of an alien bureaucratic administration. With the cessation 
of hostilities, the state of emergency in the military sense wa 
over but the economic exigencies consequent on a global 
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war of unprecedented dimensions, far from showing signs 
of abatement, were, as a matter of fact, aggravated by the 
inevitable aftermath of the War. There were no indications 
of a downward trend in the general level of prices. Scarcity 
of essential consumer goods persisted. Inflationary pressure 
was at its peak. Introducing the Control Bill in the Central 
Assembly, the Hon. Dr John Matthai, Member for Industries 
and Civil Supplies, observed, "We are up against the same 
problem as Lhat which faced us last year and the year before 
that and that is the reason why controls should continue." 
Analysing the situation, the Honourable Member said that 
during the war large amounts of money were put into circula- 
tion which tended to concentrate in the hands of a com- 
paratively few persons and there was also an over-all shortage 
of consumer goods. Consequently the vast majority of the 
people whose resources were limited fell a victim to the pre- 
vailing inflationary tendencies. There was thus an unanswer- 
able case for controls, and if Government did not exercise 
control over essential commodities, the entire national eco- 
nomy might ultimately collapse. Therefore the Interim 
Government invested itself with the powers necessary to pre- 
vent such a catastrophe and to provide as far as possible essen- 
tial commodities to every citizen at a reasonable price. 

Almost all sections of the community approved the 
principle of control. Criticism was directed only against the 
way in which controls were being administered. Certain 
< ontrola operated to the detriment of certain groups and 
sectional interests; others proved ineffective. Black-market- 
ing often followed in the wake of control and corruption 
was rampant. But controls could no more be abrogated be- 
cause of evasions and black-marketing than laws could be 
revoked because of breaches and crimes. All the world over, 
controls have proved difficult to enforce effectively and 
satisfactorily the more so in a country like India, where 
administration so far had been generally of a negative cha- 
racter. Where the social conscience of the community is 
not awake, the administration of controls becomes still 
more difficult. Anyhow, the entire system of controls was a 
novel experiment on a scale and of a nature never before tried 
out in India and the administration could but proceed by a 
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cautious process of trial and error. All in all, it must be said 
that enlightened opinion in the country was in general agree- 
ment with the point of view of Government as set forth by its 
principal spokesmen. 

Labour Policy 

When the Interim Government assumed the reins of 
office in September, 1946, the country was seething with labour 
unrest and the air was thick with strikes and rumours of 
strikes. Railway men, Post and Telegraph employees and 
workers in a number of major industries were either on strike 
or threatening to do so. The Interim Government was thus 
faced with a grave situation at the very start. On the one 
hand, a wholly indigenous Government claiming to represent 
the people had to be extremely solicitous of the welfare of the 
working classes, while on the other, it had to look after 
the interests of the community at large. Only a fortnight 
before, the Working Committee of the Indian National 
Congress had passed a resolution on the labour situation, 
expressing its earnest desire to avoid preventable strikes 
which could result only in further shortage of essential goods 
and more hardships to the people. The Committee, while 
sympathizing with the plight of the working class, was of the 
opinion that only a well-defined national plan for labour 
could ameliorate their condition. It also stressed the impor- 
tance of the machinery of conciliation and arbitration for the 
settlement of industrial disputes. At the same time, it 
stated that "hasty or ill-conceived stoppages of work or re- 
fusal to take advantage of available means of settlement by 
negotiation, conciliation or arbitration constituted a distinct 
disservice to the community and the working class itself." 
The labour policy of the Interim Government was largely 
guided by this resolution. In order to tackle the labour 
problem, it made a two-fold attempt : regulation of the 
relations between the employer and the employee and mea- 
sures to improve the working and living conditions of the 
workers. 

The first official statement on labour policy was made 
by the Labour Member, the Hon. Mr Jagjivan Bam, in bis 
presidential address to the Conference of Labour Ministers 
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held on 14th October, 1946. Outlining the basic principles 
of the labour policy of the administration, he expressed the 
hope that the Central and Provincial Governments would now 
pull together and do something real and effective to make the 
life and labour of the working man a little more bright and 
cheerful. Whatever might be the future constitutional set- 
up of the country and the distribution of authority with 
regard to labour matters, there was an urgent need to devise 
methods which would ameliorate the working and living 
conditions of the workers. The Labour Member placed 
before the conference a Five-Year Programme which included 
promotion of fair wage agreements, industiial training and 
apprenticeship schemes, improvement of working conditions, 
elimination of contract labour, welfare and housing schemes, 
legislation for the institution of suitable machinery for the 
promotion of industrial peace, lationalization of the rates of 
dearness allowance and medical and monetary relief to worker* 
during sickness. 

The Labour Member said that in the past agricultural 
labour had been almost completely neglected by the Central 
and Provincial Governments and the Central Government 
was now instituting an enquiry into the conditions of farm 
workers. Despite the difficulties inherent in the problem, 
he urged the provincial Labour Ministers to devise methods- 
for preventing the wages of agricultural workers from sliding 
below the minimum. Government fully recognized the need 
of a uniform labour code for the entire country. He there- 
fore suggested that all major legislation regarding labour 
should be a Central subject but the provinces should be res- 
ponsible for administration and inspection. Uniformity 
in labour legislation was to be achieved through the instru- 
mentality of the Provincial Labour Ministers' Conference,, 
which in future would also be attended by the Labour Minis- 
ters of the Indian States. Over one-sixth of the industrial 
establishments, mines and plantations in the country were 
located in the States, giving employment to nearly 536,000 
workers. Their importance is bound to increase with further 
industrial expansion. The States cannot be indifferent to 
what is happening in matters relating to labour policy and 
administration in the provinces nor can the provinces afford 
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to ignore labour conditions in the States in formulating and 
executing theii labour policy. It was to their mutual interest, 
therefore, that they should all follow a uniform policy. 

Industrial strikes and lock-outs are the result of economic 
warfare between capital and labour which affects not only 
the parties COD corned but the entire community. Honce the 
obligation of the State to intervene in trade disputes to recon- 
cile conflicting interests and promote public welfare. The 
Trade Disputes Act of 1929 merely made provision for the 
machinery for settlement of disputes while leaving it to the 
option of the employer and the employee to make use of this 
machinery. It therefore proved inadequate and ineffectual 
for maintaining industrial peace. War-time experience of 
the regulation of industrial relations under Rule 81 A of the 
Defence of India Regulations convinced Government that it 
was essential to arm itself with powers to refer disputes to 
adjudication and to enforce the awards. The Interim Govern- 
ment therefore embodied the principle of compulsory adjudica- 
tion in its new Industrial Relations BUI. In case the employer 
and the employee could not come to an agreement through 
enquiry and conciliation, the Provincial Government could 
refer the di^pu^e to adjudication and enforce the award in 
toto or in part. Measures for preventing illegal strikes were 
made moie stringent in the case of public utility services and 
the Provincial Governments were empowered to declare any 
essential industry to be a public utility service. 

It should not, however, be understood that by making 
provision for compulsory adjudication the Interim Govern- 
ment had placed an embargo on collective bargaining or 
underrated the importance of voluntary negotiations for settle- 
ment of industrial disputes. The new Bill contained provi- 
sions for the constitution of Works Committees of the re- 
presentatives of employers and workers to remove the causes 
of friction between them in their day-to-day work and to pro- 
mote measures for securing amity and good relations. The 
Bill also provided for the constitution of Industrial Tribunals, 
consisting of independent persons possessing qualifications 
ordinarily required of a Judge of a High Court, to adjudicate 
on disputes referred to them. Reference to an Industrial 
Tribunal wa to be made not only where either of the parties 
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to a dispute desired it, but also where the appropriate Govern- 
ment considered it expedient in the public interest to make 
such a reference. Thus the new Bill is an eminently reasonable 
synthesis of the workers' right to strike and the employers' 
right to obtain a regular supply of labour for running the 
industry. 

Well-organized labour is a sine qua non of industrial 
peace and prosperity. The machinery of industrial peace 
cannot function smoothly without a vigorous trade union 
movement developed on sound principles. Employers in 
India, relying on their strength and influence, have very often 
tended to hinder rather than help the growth of such a trade 
union movement. The Interim Government moved a Bill 
amending the Trade Union Act of 1926 to make statutory 
provision under which trade unions fulfilling certain conditions 
would be entitled to recognition by employers. According 
to the Bill, any labour union of 12 months' standing prior to 
the date of application for recognition and which was of the 
specified representative character could apply for recognition 
by the employers. The Provincial Governments were empo- 
wered to lay down the conditions which must be fulfilled by a 
union if it was to be considered as a representative union. 
For enjoying the privileges of statutory recognition the unions, 
however, had to fulfil certain fundamental obligations. Parti- 
cipation in illegal strikes, for instance, or submission of false 
statements or returns entailed the loss of statutory recogni- 
tion. Employers too had to observe certain obligations. 
Interference by employers with the right of workers to orga- 
nize, form, join or assist trade unions, interference with the 
formation or administration of any trade union, encouraging 
or discouraging membership of any trade union by discrimi- 
natory treatment of employees or penalizing workers for mak- 
ing allegations or giving evidence in enquiries or proceedings 
relating to trade union matters were declared 'unfair practices'. 
The ultimate decision in all disputes regarding statutory re- 
cognition was to lie with the appropriate Government. 

In the sphere of international labour, the Interim Govern- 
ment stood for the aims and ideals of the International Labour 
Organization. It fully appreciated the value of India's con- 
nexions with the I.L.O. and expressed its determination 
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to intensify them. In reply to the I.L.O. Chief's greetings 
to the Interim Government, Ft. Nehru and Mr Jagjivan Bam 
stated, "We are deeply appreciative of the value to India 
of her close associations with the I.L.O. during the last 25 
years, and hope that the Organization in the years to come will 
make it one of its primary and urgent tasks to secure an 
effective application of the principles of the Philadelphia 
Declaration to the peoples of the less developed countries 
of the world, dependent or self-governing." The Indian 
Delegates to the Montreal Session of the I.L.O. pleaded for 
adequate representation of Asian countries on the I.L.O. 
They also pressed for statutory provisions in the I.L.O. 
Constitution for holding Regional Conferences. A Regional 
Conference for Asia was to be held in India in the month of 
October, 1947, to discuss the problems of social security, 
enforcement of social standards embodied in the I.L.O. 
Conventions and Recommendations not yet ratified and the 
general economic background of social policy, including pro- 
blems of industrialization. India, China, Thailand, Burma, 
Ceylon, Indo-China, Indonesia and Malaya would be sending 
their representatives to the Conference, which would be the 
first of its kind in the whole of Asia, and the Interim Govern- 
ment of India could be trusted to give a lead to all Asian 
countries in the sphere of social and labour legislation, for, 
in the words of Mr S. Lai, the Indian delegate to the Montreal 
Conference, "We hold pride of place in Asia and our record 
is not below the world average." 

Transport Policy 

"It must be brought home to all that the Railways owned 
by the Government of India today have been fully redeemed 
from the stranglehold of foreign capital and there is not a 
pie of foreign capital invested in them which can in any way 
influence the decisions and policies of Government. This 
naturally means that the biggest national asset now being 
managed by Government on behalf of the people must no 
longer be considered an instrument of exploitation by foreign 
or Indian capitalists" these remarks of the Hon. Mr Asaf 
All, the Transport Member of the Interim Government, at the 
time of the Indian Railway Conference, mark a great change 
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in the position of railways which calls for a corresponding 
change in the attitude of the public towards them. Indian 
Railways which had so far functioned as instruments of 
exploitation in the hands of an alien Government or as 
mere 'money-collecting drudges' were "to approximate, as 
closely as possible," in the words of the Transport Member, 
"to the demands of public utility and render such service 
to the country as a whole as rnlightened national interest 
dictated/' which indicated a radical change in the general 
utlook of the Railway Administration in India. 

Integrated Transport System 

The Interim Government were convinced of the necef sity 
for the co-ordination of the entire Rail, Road and Waterways 
systems for the maximum development of the vast economic 
resources of the country. For industrial development as well 
as for strategic considerations, every part of the country was 
to be linked up with every other part. Addressing the ninth 
session of the Transport Advisory Council, the Hon. Mr Asaf 
Ali said, "The cardinal points of transport policy which, 
in my opinion, should guide our deliberations are the terri- 
torial unity of the country and the evolution of a co-ordi- 
nated scheme for all forms of transport. Whatever the 
future constitution of the country, Highways, Railways and 
Airways will have to be planned and developed fiom the long- 
range point of view of knitting all the territorial units of the 
country into an integrated whole." The ultimate goal of 
the Interim Government was to establish a Joint Transport 
Board as the supreme co-ordinating body with the widest 
possible jurisdiction over all forms of transport. To begin 
with, the Interim Government wished to encourage the forma- 
tion of tripartite companies (on the lines of the White Paper) 
so far as passenger transport was concerned. The scheme 
would ensure substantial participation by all the three forms 
of transport. Long-distance and heavy goods traffic was to 
be reserved for railways, while the motor services were to be 
given full liberty to serve short-distance and door-to-door 
tiaffic. The problem of Rail-River co-ordination was also 
engaging the attention of Government and an ad hoc conference 
was to be called to consider the co-ordination of River and 



94 A STUDY OF ECONOMIC PLANS FOB INDIA 

Bail transport systems, particularly in the North-Eastem 
zone of India. Government also provided for the appoint- 
ment of representatives of the Inland Steam Vessel Companies' 
on the Provincial Transport Authorities. Government were 
also considering ways and means to coordinate railways and 
ooastal shipping which had been very much neglected in the 
past. The Interim Government were also giving the highest 
possible priority to the construction of national highways 
throughout the length and breadth of the countiy and Pro- 
vincial Governments were asked to undertake construction 
of arterial roads at the earliest possible date. 

Rates Policy 

Tho Railway Rates Policy of the Interim Government 
was based on the principle of charging what the traffic could 
bear as Government considered it to be the only just and 
workable principle. Addressing the 50th Annual Session of 
the Indian Railway Conference Association, the Transport 
Member observed, "Transport service, whether for passengers 
or goods, is a salable commodity which must be adjusted in 
the open market according to the prevailing level of prices." 
The Railways proposed to spend huge sums on expansion and 
improvement schemes. They had to fulfil the enhanced 
financial commitments arising out of the Adjudicator's award 
on pay rates and the Pay Commission's recommendations. 
Budget trends made it quite clear that the tide of prosperity 
was receding. Tho President of the Conference envisaged a 
deficit of Rs. 10.4 crores in the current year and by 1949-50 
it might go up to Rs. 80 crores. In order to meet this heavy 
deficit as also the increased expenditure on development and 
welfare schemes, the Railways would have to find ways and 
means for increasing earnings on the one hand and effecting 
necessary economies in their operation and organization on 
the other. Recurring deficits might necessitate the raising 
of rates and fares. But the over-all prospects for the future 
were far from dismal. The country was planning for rapid 
industrialization which would stimulate trade and industry 
in the coming years. This should mean increased movements 
of goods both internal and external and consequently the 
coming years might not be as lean as the budget trends 
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foreshadowed. There might be a temporary enhancement 
of rates and fares, but the inflationary factors being still 
in the ascendant, Government could not contemplate the 
stabilization of the railway rates at any particular level. A 
high-level committee was appointed to suggest ways and 
means of effecting prudent economies in all branches of rail- 
way administration on the one hand and of increasing earn* 
ings on the other, in order to tide over lean years and to 
finance development schemes. 

Tho Interim Government, not satisfied with the present 
level of efficiency or adequacy of the railway services, 
proposed to utilize the latest scientific researches and inven- 
tions for increasing speed and comfort on railways. In this 
connexion the Transport Member stressed the need of a 
Central Scientific Research Institute to carry on researches 
for increasing the efficiency of the railway services. The 
Interim Government attached the utmost importance to the 
manufacture of locomotives in this country. "Our most 
urgent need is to start building the locomotives we require 
and the Railway Board has now matured a plan which aims 
at producing the bulk of the locomotives and boilers required 
within a relatively short period, say, about three years fiom 
now/' said the Hon. Mr Asaf Ali in his address to the Railway 
Conference. 

Tho foregoing analysis of some aspects of the economic 
policy and projects pursued by the Interim Government is 
enough to convince the reader that these schemes and pro- 
grammer were essentially, if not inevitably, of an inteiim, or 
tentative character. The Interim Government had inherited 
the legacies of an alien bureaucratic Government at a time 
when the aftermath of war, with its unsolved problems of 
reconversion and stabilization, had aggravated the economic 
disequilibrium and maladjustments inherent in a six-year 
global conflict of unprecedented dimensions. It was func- 
tioning under various kinds of political and other limitations. 
But when all is said and done, for the first time in modern 
history the destiny of the country was in the hands oi' the 
sons of the soil, and in this lay the promise for the future. 



CHAPTER VHI 

PLANNING AND NATIONAL UNITY 

In the modern world, political authority and economic 
power invariably go together. Only a political system based 
on the organic unity of a nation can secure the all-round 
economic and social development of the community. A 
central unified political authority representing the sovereign 
will of the nation can alone mobilize the material and moral 
resources indispensable to the successful functioning of a de- 
mocratic regime. Even in the international sphere, a League 
of Nations or a United Nations Organization can evoke wider 
human loyalties and wield greater moral influence. The 
emergence of the United States of America as the most power- 
ful nation in the world today made possible only by the 
federation of the covenanting colonies and acceding states 
is an eloquent testimony to the truth of this dictum. Con- 
versely, the Balkan States are synonymous with political 
disintegration and instability, chronic conflict and chaos, 
and industrial and economic backwardness. History abounds 
in instances where fissiparous and centrifugal tendencies have 
led to the downfall of nations whereas cohesion and integration 
have resulted in their rebirth. Two World Wars have only 
reinforced this lesson of history and enlightened nations have 
attempted to give concrete expression to this perception by 
forming various international organizations for the solution 
of the numerous political, economic and social problems 
confronting humanity. 

It is unfortunate that at a time when the whole world 
is moving towards greater cohesion and collaboration, India 
should be compelled by force of circumstances to think in terms 
of division and partition. Her major political parties, instead 
of trying to evolve a common nationality and citizenship, 
drifted towards the vivisection of * the country. The 
constitutional proposals put forward by the British Cabinet 
Mission only encouraged these separatist tendencies in 
the country. In its anxiety to effect a compromise between 
the conflicting demands of the political parties the Cabinet 
Mission overlooked the importance of the nation's eco- 
nomic unity. The constitutional set-up envisaged in the plan 
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can hardly be said to be adequate to cope with the tremen- 
dous problems of poverty and ignorance, of disease and 
squalor facing the country. And any administrative system 
which fails satisfactorily to solve the basic economic problems 
of the people is bound to collapse. The Cabinet Mission pro- 
posals are based on unsound economic foundations and falla- 
cious political principles, and the administrative machinery 
recommended therein, i.e., a weak Centre with circumscribed 
powers and functions pitted against sub-federations in 
the form of groups, is bound to fail ignominiously in the 
primary objective of raising the standard of living of the 
masses. 

Before we examine the economic implications of the 
Cabinet Mission proposals in detail, we should like to give a 
brief resume of the main provisions of the State Paper of 1 6th 
May, 1946, which has given rise to a veritable battle of inter- 
pretations. 

(1) There should be a Union of India, embracing 

both British India and the States, which should 
deal with the following subjects : Foreign 
Affairs, Defence and Communications, und 
should have the powers necessary to raise the 
finances required for the above subjects. 

(2) The Union should have an Executive and a Legis- 

lature constituted from British Indian and 
States' representatives. Any question raising 
a major communal issue in the Legislature 
should require for its decision a majority of the 
representatives present and voting of the two 
major communities as well as a majority of all 
the members present and voting. 

(3) All subjects other than the Union subjects and 

all residuary powers should vest in the pro- 
vinces. 

(4) The States will retain all subjects and powers 

other than those ceded to the Union. 

(5) Provinces should be free to form groups with exe- 

cutives and legislatures and each group could 
determine the provincial subjects to be taken in 
common. 
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Scope of Union Subjects 

For the purposes of our present study, wo shall confine 
ourselves only to the Central subjects and powers and the 
economic implications of the grouping scheme. An analysis 
of the provisions shows that the Union Government has been 
entrusted with Foreign Affairs, Defence and Communications 
on an all-India basis. The Central Government has also been 
armed with powers necessary to raise finances for discharging 
its functions. The residuary powers and subjects have been 
vested in the Provinces and States who may, if they choose 
to, cede any of the provincial subjects to the Group Govern- 
ments. Thus in the economic sphere three authorities would 
function the Union Government, the Provincial Govern- 
ments and the Group Governments. Now let us examine the 
scope of the proposed Union subjects from the economic point 
of view. It may be stated at once that the plan has merely 
named the subjects ; it has neither defined their scope nor 
envisaged their economic consequences. Our discussion of 
the Union subjects must necessarily be in the light of modern 
conditions as prevailing in present-day democratic regimes. 

Defence : Let us take Defence first. Modern Defence 
is not a simple affair ; it is not merely hiring a few soldiers and 
sailors and providing them with guns and ships. The orga- 
nization of defence in modern times against external aggres- 
sion or internal disorder requires total control and regulation 
of the entire national life according to a well-thought-out 
plan. It is indeed no exaggeration to say that modern defence 
is the total mobilization of the nation's material and man- power 
resources. Especially in modern warfaie, which is total as 
well as global, no effective defence is possible unless the entire 
administrative machinery and industrial structure of the 
country is geared to the war effort and integrated with its 
defence mechanism no less than the three fighting services. 
National defence must therefore necessarily involve mobili- 
zation on the economic fiont as well. That is why modern 
defence includes not only the mobilization of the army, navy 
and air force but also regulation of man power, control over 
production, diversion of capital and labour to defence indus- 
tries, control of food, communications, export and import, eto. 
The all-embracing character of national defence as pervading 
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the entire life of the community was fully recognized during 
the War. Wartime defence measures as also the decision of 
the various countries to continue them in peace time clearly 
reveal the tendency towards greater centralization of powers 
in the defence authority of the country. It is hoped that the 
Constituent Assembly will take cognizance of this fact and arm 
the Union with sufficient powers to ensuie in times of emer- 
gency war or internal disturbances a total and effective 
mobilization of the nation's resources. The Defence Minister 
of the Indian Union will be powerless if he has not the autho- 
rity to mobilize the entire man-power apd economic resources 
according to the exigencies of the situation. 

Foreign Affairs : Foreign Affairs today do not mean the 
mere signing of treaties or exchange of diplomatic represen- 
tatives. Treaties between two modern nations are governed 
among other things by mutual economic interests. Trade 
and commercial relations bind nations more strongly than 
formal diplomatic ties. Economic interests shape and sus- 
tain political affinities. In modern times it is impossible to 
isolate internal political issues from external economic factors. 
Pandit Jawaharlal Nehru's views on foreign affairs are in 
consonance with modern conceptions of foreign policy. Ex* 
plaining his ideas on foreign affairs at a press conference in 
Bombay on 10th July, 1946, Pandit Nehru said, "External 
Affahs inevitably include foreign trade policy. In fact, 
tariff is connected with foreign trade. You cannot allow each 
unit or province to carry on a separate type of foreign credit 
and trade policy." Any student of international affairs will 
admit that foreign affairs are interlinked with foreign tiade, 
tariffs, credit, exchange control and shipping. But the Cabinet 
Mission Plan has not made it clear what subjects will come 
under foreign affairs. Nor is it clear whether India will be 
represented at the various international economic conferences 
by the Union Centre or by the provinces or by the groups 
proposed to be set up. Divergent economic policies if ex- 
pressed or pursued by different fragments of the country at 
international conferences would only disintegrate India's 
authority and influence in the political sphere. To quote the 
Eastern Economist, "While external affairs are Union subjects, 
all non-political in tei national affairs will fall outside the scope 
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of the Centre. Shall India, as one unit, be represented at the 
International Commercial, Monetary, Agricultural, Economic 
and other conferences and on the important international 
economic institutions which have been set up ? If she is so 
represented, how can the Union Centre, with limited powers, 
implement the decisions made ? In fact, we may have a 
common foreign political policy, but as many foreign economic 
policies as there are provinces or groups. The dichotomy 
between external political affairs and external economic affairs 
which is an inescapable potent feature of the Cabinet Mission 
proposals will be either unworkable in practice or disastrous 
in consequence." (Eastern Economist, 31st May, 1946.) 

Communications : Similarly the scope of communica- 
tions has been left vague and undefined. It is not clear 
whether communications will be controlled by the Union 
Government merely to render defence effective or whether 
communications can legitimately be regulated to serve all- 
India development plans. In the former case, communica- 
tions policy will be controlled by two authorities for defence 
purposes by the Union Government, for commercial and 
industrial purposes by the units or groups. The history of 
Indian Railways should serve as an illustration of the disas- 
trous consequences of dual control. Thus whatever progress 
has been achieved in co-ordinating the transport and commu- 
nications policy of the country will be reversed in the retro- 
grade direction. It is difficult to calculate the adverse effects 
of this disintegration on the financial position of a transport 
system of sub-continental dimensions. The Cabinet Mission 
proposals are also not quite clear whether communications 
include control over ports, air navigation, river navigation 
and national highways. Each of these exercises vital influence 
on the economic activities of the provinces and states. 

The above analysis clearly shows that the Cabinet Mission 
proposals have left the scope of the Union subjects vague and 
ambiguous In the absence of a complete picture of the 
functions and powers of the Union Government it is difficult 
to assess the extent of the authoiity that has been conferred 
on the Union to raise finance for the Union subjects. Ex- 
penditure estimates for 1946-47 indicate that on External 
Affairs, railways, posts and telegraphs and defence, the Centre 
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spends Rs. 280*70 crores out of the total expenditure of Rs. 390 
orores to be met from revenue. In view of India's expanding 
diplomatic relations with foreign countries, the moderni- 
zation and re-organization of the defence forces and the project- 
ed development of communications, Central expenditure 
is bound to go up, while some of the important sources of 
revenue which are with the Centre under the Government of 
India Act of 1935 will, according to the plan, pass on to the 
units or groups : for example, currency and coinage, customs, 
tariffs, corporation tax and excise. Even apart from consi- 
derations of adequacy, Cential control over these sources of 
revenue is essential in the interest of the economic unity of 
the country. Another controversial question is that of the 
extent of the Union's powers to raise finance from acceding 
Indian States. It is doubtful whether the Indian States after 
ceding defence, foreign policy and communications to the 
Union Government would welcome the intrusion of the Union 
Government in the economic sphere. Will the Indian 
States tolerate the infringement of their economic sovereignty 
by the Union ? Some of the bigger States at least might like 
to retain their economic entity and freedom to pursue 
independent economic policies. Under these circumstances, 
the power of the Union Government to raise finances from 
the acceding States would be further circumscribed. In our 
opinion, it would be fiscal suicide on the part of the Centre to 
depend on doles from the units. If the Union Government 
is to function as the symbol of India's unity in matters of 
defence, foreign affairs and communications, it must keep the 
necessary weapons like currency, customs and tariff in its 
fiscal armoury. We suggest that not only should the existing 
financial powers of the Centre be retained intact but also that 
as the responsibilities of the Centre grow, as they must, its 
financial powers must also grow likewise. 

) d of a Strong Centre for Planning 

The above discussion on the scope of the Union subjects 
and powers reveals that the hybrid, three-tier political consti- 
tution proposed by the Cabinet Mission can hardly create the 
administrative conditions necessary for planning on a national 
scale. The financial powers of the Union are limited to 
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foreign affairs, communications and defence. Thus circum- 
scribed, it will be almost impossible to develop the potential 
resources of the country for raising the standard of living of 
the masses. The ultimate objective of any kind of constitu- 
tional set-up is to raise the countiy from poverty, ignorance 
and disease. For long have we dreamed of a guaranteed 
'national minimum* for all under a planned economy, but the 
Cabinet Mission proposals destroy all possibility of co-ordi- 
nated national planning. After a long period of travail, of 
trial and error, the Central Government had formulated cer- 
tain all- India plans. Some of them were about to be launched; 
for others administrative machinery was in the making. 
The following statistical picture of the 'Interim Plans' shows 
how the Centre and the Provinces had together provisionally 
evolved a joint financial arrangement. 

COST AND FINANCING OF INTERIM PLANS 1945-47 ONLY. 

(In lakhs of rupees) 



Provinces 


Total 
cost 


Central 


Balance to 
be met fro m 
provincial 
resources 


Grants 


Loans 


Total 


Madras 


1659 


271 





271 


1388 


Bombay 


1008 


300 





300 


708 


Bengal . . 


1406 


1050 


200 


1250 


156 


U. P 


1816 


700 


365 


1065 


751 


Punjab 


914 


344 


469 


813 


101 


Bihar 


300 


160 





160 


140 


C. P 


544 


244 


_ 


244 


300 


Assam 


308 


291 


17 


308 


Nil 


Orissa 


241 


208 


33 


241 


Nil 


Bind 
Total 


340 


35 


_ 


35 


305 


8536 


3603 


1084 


4687 


3849 



[Commerce, 25th May, 1946.] 



PLANNING AND NATIONAL UNITY 103 

A central co-ordinating machinery is the sine qua non 
of the planned economic development of the country. The 
Cabinet Mission was not unaware of the urgency and magni- 
tude of India's economic problems. Its statement on the 
formation of an Interim Government refers to the danger of 
famine, to post-war development schemes, etc. "Besides 
the heavy tasks of day-to-day administration, there is the 
great danger of famine to be countered, there are decisions 
to be taken in many matters of post-war development which 
will have a far- reaching effect on India's future and there are 
important international conferences in which India has to be 
represented." But the members of the Mission lost their 
bearings in the Indian political labyrinth and consequently 
failed to provide in their plan the administrative set-up 
necessary for countering the danger of famine or undertaking 
post-war development schemes. The plan no doubt ensures 
India's unity in matters of defence and foreign affairs by 
vesting these subjects in the Union Centre. But from the 
point of economic unity we are constrained to remark that 
the Mission plan would undo whatever little had been done so 
far. The Indian National Congress had duly warned the 
Mission of the dangers ahead. In his letter of 9th May, 1946, 
the Congress President, Maulana Azad, wrote to Lord Pethick- 
Lawrence that currency and customs must in any event be 
included in the Union subjects as well as such other subjects 
as on closer scrutiny may be found to be related to them. 

One other subject is essentially and inevitably a Union 
subject and that is planning. Planning can only be done 
effectively at the Centre though the provinces or units are to 
give effect to it in their lespective areas. The suggestion of 
the Congress President that planning should be included among 
Union subjects was not motivated by the desire of the Congress 
to impose a Unitaiy Government on India by back-door 
methods but was the consequence of their appreciation of 
the stark realities of the economic plight of the country. Only 
a few days after the announcement of the Cabinet Mission pro- 
posals, Sir Akbar Hydari, the then Planning Member, address- 
ing the conference of provincial Development Ministers in 
Delhi, said, "Whatever may be the political and administra- 
tive set-up indicated by the new constitution, arrangements 
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will have to be made for the several units in India to plan 
together." This remarkable coincidence of opinion between 
the Government and the Congress is not purely fortuitous. 
All who have devoted time and thought to the problems of 
planning are unanimous in their support to the idea of a 
Central Planning Authority. The authors of the famous 
Bombay Plan write, "The maintenance of the economic unity 
of India being, in our view, an essential condition of any 
effective planning, we have assumed for the purpose of our 
plan that the future Government of India will be constituted 
on a federal basis and that the jurisdiction of the Central 
Government in economic matters will extend over the whole 
of India We contemplate that under the Central Govern- 
ment there will be a national planning committee to which 
the responsibility for drawing up plans will be delegated. The 
actual execution of the plan will be the function of a supreme 
economic council working alongside the national planning 
committee under the authority of the Central Government." 
(The Bombay Plan, Part I, page 2.) Instead of quoting from 
the several other Plans, we would like to quote the opinion 
of the Planning Advisory Board which has reviewed and 
scrutinized the progress of planning in India. Regarding 
Central planning and control the Board say on page 14 of their 
Report : "We are of the opinion that the proper developmen 
of large-scale industries can only take place if all politica 
units, whether provinces or States agree to work in accordance 
with a common plan. Both from the point of view of con- 
serving capital resources and avoiding wasteful competition 
and from the point of view of securing regional development 
which would advance the standard of living in the country 
as a whole and avoid undue concentration of industries in 
particular areas, Central Planning seems to us to be essen- 
tial/' 

A Central Planning Authority is necessary for the following 
reasons : 

(a) Securing approximately uniform economic pro- 
gress in all parts of the country. 

(6) Utilizing and conserving national resources or 
assets consistently with the present and future 
interest of the nation as a whole. 
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(c) Making the nation self-sufficient as far as is possible 

so that it may not be dependent on othei na-tions 
in times of emergency for its material require- 
ments and for greater economic stability. 

(d) Planning and location of industries from the 

point of view of defence and security. 

(e ) Avoiding wasteful compet ition or economic friction ; 
(/) Scrutiny and co-ordination of the provincial or 

regional plans. 

The reasons which justify the establishment of a Central 
Planning Authority also indicate the scope of such an organi- 
zation. The problem of planning should be considered as 
an organic whole. Since it is comprehensive in its scope, 
the agency which is to execute it should necessarily be in- 
vested with adequate authority. In our opinion, the eco- 
nomic powers of the Union Government should be so widened 
as to make it powerful enough to create the economic condi- 
tions necessary for the execution of any economic plan. 

The importance of a common monetary policy for the 
whole country can hardly be exaggerated. In the woids 
of Dr Radhakamal Mukerjee, "If there be different monetary 
blocs in the country with their own rupees, currency notes 
and lates of exchange, the county will be a victim of re- 
current economic and monetary crises." In the absence 
of a national monetary system there cannot be a common 
price structure or a machinery effective enough to regulate 
price movements. Diverse monetary blocs would follow differ- 
ent exchange policies and the entire country would land 
itself in economic chaos. To avoid such a contingency it is 
essential that currency and monetary policy must remain 
with the Centre. Subjects allied to monetary administration, 
like sterling balances and public debts, must also be Union 
subjects. If they aie vested in the Groups or Provinces 
insurmountable difficulties will arise in deciding the basis 
of their settlement and allocation among the units or Groups. 

Likewise, customs and tariffs must be Union subjects. It 
is not difficult to visualize the dire consequences that would 
ensue if the Groups chose to follow independent tariff and 
protective policies. The entire fiscal system of the country^ 
would be involved in internecine tariff war. Each Group 
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would strain every nerve to achieve self-sufficiency even by 
uneconomic methods. Tariff barriers would undo all the bene- 
fits of protection now enjoyed by Indian industries. If Groups 
B and C decide to keep out industrial commodities like 
sugar and textiles, iron and steel, etc. from Group A, Group 
A would lose its home market and suffer heavy loss. Then 
Group A may retaliate by imposing duties on agricultural 
products moving in from Group B or C. Both the important 
ports of Calcutta and Karachi are situated in Groups B and C 
respectively. Tariff walls may be erected at these ports for 
penalizing the rest of India. We shudder to think of the 
consequences if India is divided into fragments for purposes 
of internal trade. Restrictions and hindrances in the normal 
movement of goods, capital and labour from one part of the 
country to another would disrupt the entire economic system. 
Interference with the free inter-provincial flow of labour would 
result in surplus labour in certain areas like the United Pro- 
vinces and Bihar and shortage of labour in other areas like 
Bengal and Assam. 

There is another important question : to whom shall 
Indian industries look for protection ? Hitherto they were 
given protection by the Central Government. Under the 
Cabinet Mission plan the Groups or units were to be responsible 
for their industrial development. Tariff war among units 
or Groups would expose Indian industries to foreign competi- 
tion and lead to disaster. 'Economic raids' from outside 
would become a regular feature of Indian economy. Further- 
more, India has to define her tariff policy at international 
conferences on trade and employment. She must follow 
A uniform tariff policy for the whole country. It would be a 
severe blow to her economic and credit position if she speaks 
with divided voices at such international gatherings. If 
India -wishes to take advantage of her territorial vastness, 
geographical position and her developed trade and industry 
in the East, she must function as one compact land mass with 
a uniform trade and tariff policy. The nations of South -East 
Asia look to India for leadership. Would India be able to 
exert any influence among her neighbours unless she 
pursues a unified trade and tariff policy ? 

Again, in view of the food situation in the country it 
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is essential that the Centre should have plenary powers in 
matters of food administration and agricultural development. 
The framers of the constitution must take a lesson from the 
Bengal famine. They should not leave the subject of food 
administration and co-ordination of agricultural develop- 
ment with the units or Groups. As some of the provinces 
are surplus provinces in matters of food and others deficit, 
there will always be need of a central food distributing and 
administrative machinery to secure a just and equitable 
allocation of the available food supply. In this connexion 
we can do no better than quote the Famine Enquiry Com- 
mission. "In envisaging the future of food administration 
in the country, the problems which await solution in the 
future and the need foi the Centre, the Provinces as well as 
the States to act together as one unit in the planning and 
execution of the measures necessary to solve these problems, 
we are convinced that the establishment of a permanent and 
recognized machinery for co-ordinating food administration 
at the Centre as well as in the Provinces and States is neces- 
sary." (Famine Enquiry Commission, Final Report, page 66.) 
But the problem is not an isolated one. It is vitally 
connected with the development and planning of agriculture. 
Therefore, the planning and execution of a common food 
policy involves the control, co-ordination and regulation 
of the entire agricultural sector of the national economy. 
In a vast agricultural country like India, agricultural planning 
implies planning of crops and control of sub- continental 
rivers and basins. To quote Dr Radhakamal Mukerjee again, 
"It is only this kind of total agricultural planning conceived 
and implemented for whole river plains which cover more 
than one Province and State that can ensure the people pro- 
tection, ease and security of living." Total agricultural 
planning covers land tenure systems, irrigation, flood control, 
hydro-electric power, crop planning, pi ice control of agricul- 
tural produce and credit and marketing. But this does not 
mean that the Centre should function as an all-powerful 
authority leaving no initiative with the Provinces and States. 
The Centre should only plan, co-ordinate and scrutinize 
progress of the schemes while the actual execution of the plans 
should be done by the Provinces and States. The Damodar 
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Valley Project will make the point clear. The Damodar river 
originates in Bihar and flows through Bengal to the sea. 
All substantial construction works like construction of dams, 
hydro-electric power stations, etc. will be in Bihar but a very 
substantial portion of the benefits will accrue to Bengal for 
the stream will irrigate more than 800,000 acres of land in 
Bengal and Bengal would also consume the electric power 
generated. The question arises : who should finance and 
administer such schemes of inter-provincial extent and con- 
cern ? Apparently the interests of the concerned provinces 
alone seem to be involved but in reality the whole country 
gains if any of its constituent parts become wealthier and 
happier. The world-famous Tennessee Valley Authority 
operates in and benefits seven States. But it was financed 
by the Federal Government and not by any of the States. 
Nature has imposed a unity upon Indian agriculture by dis- 
tributing her rivers throughout the sub-continent. The 
need for a comprehensive river basin control system is inherent 
in India's agricultural economy. Louis Fischer writing on 
"Unity Essential for Planned Economic Progress" in The 
Hindustan Times, says, "Nature made India a big country. 
It is a tremendous advantage. It is one of the factors that 
has made the United States rich and powerful. It is one of 
the factors in the economic expansion of Russia. Why 
should men destroy the gift of nature ?" It is to be hoped 
that the framers of the constitution will preserve this natural 
unity of the country and include agricultural planning and 
food administration in the list of Union subjects. 

Pakistan and Economic Regionalism 

The advocates of Pakistan justify the partition of India 
by bringing in the analogy of economic regionalism. The 
Provinces grouped together in Eastern and Western Pakistan, 
in their opinion, constitute self-sufficient economic units capa- 
ble of developing their industry and agriculture. Before we 
examine this contention it would be profitable to discuss the 
term 'economic region*. An economic region is a geographical 
unit based upon the unity of economic interests of the 
inhabitants of the area. Natural resources, man-power and 
cultural forces forge the unity which binds a region together. 
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Mountains, rivers and climatic belts are great unifying 
forces. Political and economic boundaries are immensely 
influenced by them. Thus an economic region is not the 
creation of politics but of nature. It is not an artificial but 
an organic growth of an area knit together by economic 
interests. Demarcation of Groups or Provinces on communal 
or political considerations can hardly be considered economic 
regionalism. The Pakistan Zones are neither developed 
areas nor do they command adequate potential resources to 
raise the standard of living of their people. This statement 
is made not because of any ideological bias but on the basis 
of the irrefutable facts of geography and economics. Let us 
now examine the economic resources of the North- Western and 
North-Eastern Zones separately. 

North-Eastern Zone 

Agriculture and Food : Limited agricultural land and a 
steadily increasing population is the crux of the tragic economic 
situation of Bengal. According to the Census of 1941, the 
total population of Bengal was 6 crores and 3 lakhs with 
2,44,66,300 acres under the plough, or a cropped area of only 
0.4 acre per head. The area of new land which could be 
brought under the plough is also limited ; it is 1,06,40,749 
acres or 0.17 acre per head of the population. Thus the 
peasantry of Bengal has very meagre holdings at present with 
no considerable new cultivable land to bring under the plough. 
This will be further restricted by the Pakistan boundaries. 
The percentage of cultivated and that of cultivable land to 
the total area in the Muslim Zone is 74.4 and 25.6 ; while 
in the non-Muslim zone it is 59.4 and 40.6 lespectively. 
(Rajendra Prasad : India Divided, page 273.) Consequently 
the peasants in the Muslim Zone will have lesser scope for 
expanding their agricultural land. And it must be borne in 
mind that the problem of lebensraum is already becoming a 
serious one in the province of Bengal. According to the 
1941 Census the density of population in Bengal is 779 per 
square mile, being the highest in the country. In some of the 
districts of Bengal like Faridpur, Naokhali, Dacca and Tippe- 
rah, which fall in the Muslim Zone, the density of population 
exceeds even one thousand per square mile. (The Famine 
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Enquiry Commission, Final Report, page 76.) Increasing 
population pressure on a limited land area has given rise to a 
sort of Malthimian situation in Bengal. Bengal was a deficit 
Province in food even before the War. Its annual require- 
ments are estimated by experts at 43 . 2 to 50 . 1 crore maunds 
at the rate of 12 to 14 chhataks for each adult. (Azizul 
Haque : Man Behind the Plough ; K. C. Ghosh : Famines 
in Bengal.) Taking into account the annual production there 
is a deficit of about 16 crore maunds. "The average annual 
net imports of rice according to the recorded statistics for the 
five years ending 1941-42 were approximately 132,000 tons. 
In addition, there were unrecorded imports by countiy boats 
from Assam and from Arakan in Burma. The average annual 
net imports of wheat for the same period were 249,000 tons. 
(Famine Enquiry Commission, Final Keport, page 8). Increas- 
ing population, paucity of untilled cultivable land that can be 
brought under the plough and chronic food deficit all point 
to the grim conclusion that agricultural expansion in Bengal 
can never keep pace with the number of mouths multiplying 
year by year. Bengal lost millions of her sons and daughters 
in the great famine of 1943. Her food situation is still grave. 
It will become explosive if she is cut off from the rest of India. 
Let us now examine the position of cash crops in the 
province. Jute lanks first among the non-food crops from the 
point of acreage and value. Bengal holds practically a 
monopoly in jute not only in India but in the whole world. 
Out of the total area of 21,54,800 acres under jute, the major 
part falls within the Muslim zone. The eastern and northern 
Muslim majority districts produce the major part of the crop 
estimated at 95 lakh bales annually. Jute occupies an 
important place in the rural economy of the province and 
yet it is "unremunerative and undependable". The middle- 
man has made it unremunerative for the cultivator. He grabs 
a substantial portion of the manufacturer's price for jute. 
Poor holding capacity of the primary producer and inadequate 
means of transport leave the cultivator at the mercy of the 
middle-man. In many areas the cultivator has to choose 
between hunger and jute cultivation and naturally he chooses 
the latter. Besides the middle-man's profit, trade manipula- 
tipns largely indulged in by foreign capitalists and 'big 
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business* cause heavy fluctuations in the price of jute and 
jute products. Jute prices have fluctuated in the ten year 
period 1925-1935 between Rs. 18-13-0 and Rs. 3-8-0 per maund. 
(Azizul Haque : Man Behind the Pfough, page 66.) Price 
fluctuations thus make this 'unremunerative' source of income 
also 'undependable* for the jute cultivator. It may be argued 
that these evils could be removed through nationalization 
of the raw jute trade. "But the mere fact that the task of 
collection of jute from the individual growers is to be per- 
formed by some sort of Government Agency will not add to 
the growers' holding power. If the transport arrangements 
are not improved, Government would be disposed to transport 
jute in a hurry during the short period, if it is possible to do so, 
and it is quite conceivable that they will teach the grower 
to dispose off his product early. In the alternative, exposure 
to sun and rains may cause considerable losses. On his own 
part, the need for cash will force the cultivator to part with the 
jute at an early date to be able to meet his monetary obliga- 
tions." (The Eastern Economist, 25th April, 1947.) Even if 
the raw jute trade is nationalized, it will be difficult for Pakis- 
tan to control jute prices for most of the jute mills fall in the 
Hindu majority area. 

DISTRIBUTION OF THE JUTE INDUSTRY IN BENGAL (1939) 

(The Location of Industry in India, issued by the Economic 
Adviser to the Government of India, page 28) 



District 


No, of 
factories 


No. of 
workers 


Howrah 
79% non-Muslims 


24 


62,552 


24-Parganaa 
66 . 4% non-Muslims 


57 


1,68,835 


Hooghly 
84 . 9% non-Muslims 

Total 


16 


49,842 


97 


2,81,229 
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Tea is the second most important money crop of Bengal 
and Assam but the Muslim Zone is poor in this respect. "Out 
of a total area of 2,03,100 acres under tea in Bengal in 1936-37 
only 7,700 acres fall in the Muslim Zone." (Bajendra Prasad : 
India Divided.) In the case of Assam a little ovei 50% of the 
area falls in the Muslim Zone. But tea being mainly a 
commodity of export trade must pass through Calcutta which 
has a non-Muslim population of 73.6% Export and tariff 
restrictions if resorted to as a retaliatory measure by the 
non-Muslim areas would strangle the tea trade of the Muslim 
Zone. Of sugar, oilseeds and pulses there is little to be said 
except that Bengal imports more than 80% of its requirements 
from other provinces. 

Mineral Wealth : Technological and industrial power 
in the modern world is based on the trinity of coal, iron and oil. 
They are essential in peace as well as in war. At least the 
first two, coal and iron, must be available in abundance and 
in combination. They are like the two wheels of the indus- 
trial chariot. The Muslim Zone, however, is very poor in these 
basic minerals. Almost all the coal-fields fall outside the 
Muslim Zone. Most of the coal mines are situated in the 
District of Burdwan which has a non-Muslim majority of 
81 .6%. (The Coal-fields Committee Report.) 

If the Muslim Zone of Bengal is poor in coal, its position 
is still worse with regard to iron ore and the iron and steel 
industry. Out of the 17 iron and steel works in British India 
6 are situated in Bengal ; but they are all inside the non-Muslim 
Zone. The following table (from The Location of Industry 
in India, Economic Adviser to the Government of India) 
shows the location of iron and steel works in Bengal in 1939 : 



Districts 


Percentage of 
non -Muslim 
population 


No. of 
Factories 


No. of 
Workers 


fiowrah . . 
Burdwan.. 
24-Parganas 

Total 


79.9 
81.6 
66.4 


1 
3 
2 


593 
16,043 
278 




6 


16,914 
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Neither is the Muslim Zone rich in oil resources. Most 
of the oil- fields are situated in the districts of Digboi and the 
adjoining areas which have a non-Muslim population of over 
80 per cent. Bauxite, the essential raw material for the alumi- 
nium industry, is not available in Pakistan at all, as the whole 
of it (15,150 tons in 1937) is to be found in Bihar and the 
Central Provinces. Cement which is essential for construction 
works remains almost a monopoly of the non-Muslim majority 
districts. Bengal had only one cement factory in 1939 and 
that was situated in the 24-Parganas which is a non-Muslim 
majority district. Lack of essential mineral resources will 
thus be the greatest obstacle in the industrial progress of the 
Muslim Zone. Mr Charles H. Behre, Professor of Geology, 
Columbia University, has summed up the position thus in 
Foreign Affairs : "India's mineral resources are so distributed 
between the parts of India in which Hindu and Muslim people 
preponderate that if India were divided on the basis of reli- 
gious population the Hindu State would be rich and the Mus- 
lim State would be conspicuously poor." Dr Radhakamal 
Mukerjee has also arrived at a similar conclusion : "With the 
division of the country into Hindustan and Pakistan, Hin- 
dustan will have the virtual monopoly of coal (90%) and iron 
92%), considerable reserves of manganese, copper and bauxita 

On the whole, its (Pakistan's) mineral wealth will be 

only about 5% of that of British India as a whole . . . Pakis- 
tan cannot be an industrial state and thus lacks the where- 
withals of development of a vigorous democratic political 
community. It will remain largely pastoral and agricultural 
in the future due to lack of important mineral resources." 
(An Economist Looks at Pakistan, page 20.) Sir Homi Mody and 
T)r John Matthai, who were appointed by the Sapru Committee 
to examine the economic aspects of Pakistan, also reached 
the same conclusion. "Division of India", say they, "would 
weaken both Pakistan and Hindustan but the former would 
suffer more than the latter. . . .In respect of mineral resources, 
lacking coal and iron and ferro-alloys, the position of Pakistan 
would be substantially \\eaker and would lack the necessary 
mineral base for large-scale industrial development which is 
so essential for her future progress." 

Industry : While considering the industrial position of 
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Bengal an important fact to be borne in mind, is that the 
major industries in the Province are mainly concentrated in 
and around Calcutta, an area outside the Muslim Zone. Con- 
sequently the statistics about industries in Bengal are apt 
to be misleading and have often been misrepresented b^ the 
supporters of Pakistan. Prof. Reginald Coupland has ably 
exposed this tendentious use of statistics. On page 96 of his 
The Future of India, he says : "Bengal as it is now, with 
20% of the population of British India, possesses 33% of its 
industry. In Eastern Bengal without Calcutta the percentage 
of British Indian industry falls to 2.7." Of the 97 jute mills 
in Bengal the Muslim Zone has not a single one. The Muslim 
Zone is also deficient in the cotton textile industry as it has got 
only 6 mills out of 29 in the whole of Bengal. In the iron and 
steel industry the Muslim Zone is almost bankrupt, as all the 
six works are situated in the non Muslim Zone. The following 
table prepared by me on the basis of the Location of Industry 
in India (1939), issued by the Economic Adviser to the 
Government of India, summarizes the industrial position of 
the Muslim and non-Muslim Zones of Bengal. 

DISTRIBUTION OF LARGE- SCALE INDUSTRIES IN THE NON-MUSLIM 
AND MUSLIM ZONES OF BENGAL 





Non-Muslim Zone 


Muslim Zone 


Industry 


No. of 


No. of 


No. of 


No. of 




factories 


workers 


factories 


workers 


Cotton 


23 


23,223 


6 


5,856 


Jute 


97 


281,229 








Iron & Steel 


6 


16,914 








Paper 


4 


6,268 








General Engineering 


139 


25,308 


13 


1,823 


Chemical 


17 


3,717 


1 


84 


Cement 


1 


238 








Glass 


10 


1,865 


2 


415 


Silk 


6 


1,886 








WooUen 








1 


161 


Soap 


11 


813 
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It may be argued that as a result of the political division 
of the Province the distribution of industries may also change 
thus rectifying their present uneven distribution. But we 
can only say that this contention is based on an ignorance of 
the industrial history of the country. A number of economic 
and natural factors are responsible for the localization of in- 
dustries in and around Calcutta in the non-Muslim Zone. 
"For industries dependent on the export markets, the ports 
provided an ideal location. Calcutta enjoyed certain addi- 
tional advantages in the form of cheap water transport and the 
proximity of raw materials and power resources." (The 
Location of Industry in India, page 7.) As regards the iron 
and steel industry it is obvious that proximity of iron ore and 
coal are essential. At present this combination is available 
only in the non -Muslim Zone. Similarly general engineering 
industries find their location according to the degree of in- 
dustrial development of a particular area and the localization 
of coal and iron. The location of the glass industry is influenced 
by natural factors such as the existence of sand and coal 
and the availability of skilled labour. Similarly the chemical 
industry concentrates at places which are favourably situated 
in regard to raw materials, power and markets. Situation 
of the sources of raw materials, power and natural advan- 
tages of transport cannot be altered by any political readjust- 
ment. Separate political boundaries may create trade bar- 
riers between Muslim and non-Muslim Zones and only deprive 
each of the markets of the other. 

North-Western Zone 

The total area of the Muslim majority districts in the 
North- Western Zone (excluding Native States) is 63,774 
square miles with a population of 1,68,70,900, while the area 
of the non-Muslim districts is 35,314 square miles with a 
population of 1,15,47,919. Besides the fact that Hindus and 
Sikhs are in a majority in twelve districts it must be remem- 
bered that they have played an important part in the economic 
development of the Punjab. The non-Muslim holdings are 
approximately over 50% of the total. (The Punjab Hindu 
Board's Memorandum to the Sapru Committee.) Sikhs who 
live in the more productive districts own about 30% of the total 
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cultivated area of the Punjab. They pay Rs. 2,17,44,913 
out of the total revenue of Rs. 4,38,13,277. The non-Muslims 
own more than 80% of the urban property and they pay more 
than 80% of the income-tax and urban property tax in the 
Punjab. (Sikh Leaders' Memorandum to the Sapru Com- 
mittee.) "An overwhelmingly large proportion of the industrial 
enterprises, factories, mills, insurance companies, film industry, 
business arid trade is in non-Muslim hands ; not so much by 
accident but by virtue of their skill, industry and special apti- 
tude." In the North- Western Zone again, capital is mostly 
concentrated with the non-Muslims. Out of a total number 
of 58 banking concerns in the Punjab, the non-Muslims own 
56 as against 2 owned by the Muslims. It is difficult to esti- 
mate the effects on the economic life of the Zone in case the 
capital and industrial enterprise at present employed in the 
Muslim area migrates to the non-Muslim area. 

After detaching the non-Muslim majority districts from 
the North-Western Zone, its position as regards population 
and extent is as follows : 



Province 


Area (Sq. miles) 


Population 


Punjab (Muslim districts) 


63,774 


1,68,70,900 


Sind 


48,136 


45,35,008 


British Baluchistan 


54,456 


5,01,631 


N.-W. F. Province 


14,263 


30,38,067 


Total 


1,80,629 


2,49,45,606 



Let us now proceed to examine the economic repercussions of 
partition in the North-Western Zone. 

Food and Agriculture : The North-Western Zone may be 
said to be in a favourable position as regards food and agri- 
culture. Natural fertility of soil, irrigational projects and 
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sparse population leave enough surplus with the Zone. Yet 
the picture is not as roseate as is usually depicted. At present 
the total area under food crops is 2,60,87,714 acres and the 
average annual production of all food giains comes to 
19,27,65,300 maunds. (Agricultural Statistics of India). 
The total population of the Zone (including non-Muslim dis- 
tricts of the Punjab) in 1941 was 3,64,93,525. The annual 
food requirements of the Zone at the rate of 12 chhataks 
per day per adult come to 18,47,48,400 maunds. The annual 
production of foodgrains being 19,27,65,300 maunds, there is 
a surplus of 80,16,900 maunds every year. But this surplus is 
in fact largely illusory, for the North- Western Zone is not 
exempt from malnutrition or an increasing population. An 
enquiry conducted in 1933 by Sir John Megaw, one of the 
highest medical authorities under the Government of India, 
revealed the following facts about the Punjab. What is 
true of the Punjab applies with greater force to the other pro- 
vinces of the Zone. 

MALNUTBITION IN THE PUNJAB 

(An Enquiry into Certain Public Health Aspects of Village Life 
in India, page 10) 





Percentage 
of well 
nourished 


Percentage 
of poorly 
nourished 


Percentage 
of very badly 
nourished 


Punjab 
Average for 
British India . . 


42 
39 


38 
41 


20 
20 



From the above table it is evident that 58 per cent 
of the population (of the Punjab as well as of the other 
provinces of the Zone) is undernourished and has to be 
provided with more and better food so as to reach the nutri- 
tional standard. Provision has also to be made for the rapidly 
increasing population of the Zone. During the last fifty 
years, the population of the Zone has risen by more than 
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62 per cent in the Punjab, 57 per cent in Sind and more than 

63 per cent in the N.-W. F. P., while in the same period the 
increase for British India as a whole is 31.2 per cent. Any 
measures to raise the nutritional standard of the undernourish- 
ed and provision for the increasing population will absorb the 
food surplus. It may be argued that new cultivable areas 
will be brought under the plough to meet the increasing 
demand. But the area available for further cultivation per 
head is also limited, i.e., 0.85 acre per head in the Muslim 
districts of the Punjab, 1 . 30 in Sind and . 95 in the N.-W.F.P. 
The amount of land per capita required to produce an ade- 
quate diet and a liberal diet was calculated by Dr O. E. 
Barker, an American agricultural expert, as 2.3 and 3.1 
acres respectively. (The Famine Enquiry Commission Report, 
page 80.) The following table shows the scope of agricultural 
expansion in the Zone: 
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0.94 


0.85 


1.79 


0.51 


1.31 


Sind 


1.08 


1.30 


2.38 


+ 0.08 


0.72 
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0.69 


0.95 


1.64 


-0.66 


1.46 



Thus both the Punjab and the N.-W.F.P. will be faced 
with scarcity of agricultural land as soon as they embark on 
any scheme of improving the nutritional standard of the 
people or as a result of increased population alter a decade. 

Mineral Wealth : The annual coal production of the 
Punjab and Baluchistan is 1,84,028 and 14,388 tons respec- 
tively. Sind and the N.-W. F. P. have practically very little 
coal whereas the annual coal production of British India, 
excluding the Muslim Zone, is 2,50,79,802 tons. (India 
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Divided: Kajendra Prasad, page 288.) Taking into consi- 
deration only the actual output the per capita production of 
coal comes to . 2 ton for North- Western Pakistan and 1 . 1 
for Hindustan. Apart from meagre output the coal produced 
is poor in quality, being brown in colour and showing ligneous 
traces. Coal mines in the Punjab and Baluchistan are far 
away from iron ores and therefore cannot favour the develop- 
ment of metallurgical industries or smelting works in the 
Zone. 

The Zone is almost bankrupt in iron ore deposits as none 
of the four provinces comprising it has any deposits worth 
mentioning. Nor has any geological survey revealed hidden 
deposits in the Zone. A situational integration of iron mines, 
limestone quarries, magnesite deposits and coal mines is 
essential for the growth of the iron and steel industry. Un- 
fortunately the North-Western Muslim Zone does not possess 
this natural advantage. Hindustan on the other hand enjoys 
almost absolute advantage in this respect. "Iron ores occur 
in Bihar, Orissa, Mysore and Goa but some of the richest 
deposits in the world exist in what is known as the Iron Belt 
comprising the Singbhum area in which are situated the Tata 
Iron and Steel Works. The iron ore content of this belt is 
nearly sixty per cent and the total deposits are estimated at 
about 3000 million tons. In respect of coal resources the 
Indian iron and steel industry enjoys exceptional advantage 
as the coal mines of Ranigunj, Jharia, etc. are situated within 
a short distance of the iron ore deposits, while ample supplies 
of limestone and dolomite arc also available in the neighbour- 
hood." (The Location of Industry in India, page 35.) 

The development of manganese mining is closely related 
to that of the steel industry. Our manganese deposits are 
mostly to be found in the Central Provinces, Bombay, Mysore 
and Madras. Pakistan has 110 deposits of this essential 
mineral. Consequently the North-Western Zone will not be 
able to manufacture steel products like gears and bearings, 
rollers, roller axles and power transmission. Mica is absolutely 
indispensable in the production of electrical goods. The chief 
mica deposits are mostly in Hindustan Hazaribagh in Bihar 
and Nellore in Madras. It is also found in Travancore, Mysore 
and Ajmer. The mica belt of Bihar which supplies over 80% 
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of the world's requirements of better quality sheet mica 
covers a strip of about sixty by twelve miles. (Our Economic 
Problems : Wadia and Merchant, page 23.) In the absence of 
mica deposits in Pakistan, the prospects of an electrical goods 
industry are poor. Bauxite, the essential raw material for the 
aluminium industry, is also not available in Pakistan, but 
there are considerable deposits in the Central Provinces, Bihar 
and Assam. (An Economist Looks at Pakistan : Dr B. K. 
Mukerjee, page 21.) The Zone is very poor in cement ; of the 
total quantity of 19,45,596 tons of limestone produced in Bri- 
tish India in 1937, only 3,61,481 tons were produced in the 
Pakistan areas. Most of the sources for the raw material 
for cement are to be found in Bihar, Orissa, the Central Pro- 
vinces and Berar and Madras. Mineral oil is to be found to 
some extent in the Punjab and the N.-W. F. P. and Baluchis- 
tan. The North- Western Zone produced 2,11,13,420 gallons 
while Hindustan produced 6,59,68,951 gallons in 1938. (India 
Divided : Rajendra Prasad, page 288.) But the oil springs 
of the Zone are fast drying up and a time may come when 
the Zone may have to face a scarcity of petroleum. "In 
many parts of the Punjab, however, and in the Baluchistan 
area, the rock fields have been too deeply truncated by agents 
of denudation or have been dislocated by earth movements 
and much of the original stores of oil have disappeared ; oil 
seepages are common enough but most of them appear to be 
mere 'shows,' not connected with reservoirs that can be tapped 
by artificial means." (The Mineral Wealth of India : Dr 
J. C. Brown, p. 60.) The Zone is however situated in a fa- 
vourable position as regards chromite and sulphur. Balu- 
chistan has virtually a monopoly of chromite. But neither 
of them is a basic mineral which by itself could prove helpful 
in developing large-scale industries. Thus the Zone is by no 
means self-sufficient with regard to basic minerals. It has 
oil but not coal and iron and in the absence of coal and iron,, 
development of metallurgical and basic industries is well-nigh 
impossible. 

Industry : The overall deficit position of the North - 
Western Zone in minerals reflects upon its industrial develop- 
ment and explains its backwardness. There were only 1175 
large-scale industrial establishments (including Government 
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factories) in the Zone providing employment to 1,06,588 per- 
sons in 1939. The total number of factories in British India 
in 1939 was 10,466 employing 17,51,137 persons. The size 
of the individual factories in the Zone is also small as com- 
pared with that of British India as a whole. The average 
numher of employees in a factory of the Zone is 90 while that 
in India is 1 67. (India Divided : Rajendra Prasad, page 295.) 
The small size of tho factories in the Zone is proof of the limi- 
tations on industrial expansion in the Zone. Moreover, 
the percentage of seasonal factories to the total number of 
factories is larger in the North-Western Muslim Zone than 
in the rest of India, as shown by the following table : 
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The larger percentage of seasonal factories indicates that 
industrial employment in the Zone is seasonal and there is 
less stability in the volume of employment. Consequently 
industrial labour is more vulnerable to industrial fluctuations. 
Another inevitable inference is that seasonal industries are 
largely dependent on agriculture. Any set-back in agricul- 
ture, which is itself a highly precarious industry because of 
the vagaries of the monsoon, is bound to cause stoppage of 
work or diminution of activities in most of the industrial 
establishments. This constant threat to the industrial stabi- 
lity of the Zone will hinder its steady industrial expansion. 
Regular employment is an important desideratum for the 
permanent availability of skilled labour and for technical 
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progress. Another criterion for measuring the industrial 
progress of a region is the ratio of its industrial workers to its 
population. The following table shows the distribution 
of (i) population and (ii) industrial workers in the provinces 
of British India in 1939. 

PERCENTAGE OF INDUSTRIAL WORKERS IN THE DIFFERENT 
PROVINCES 

(The Location of Industry in India, page 9) 
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From the point of view of distribution of industries also the 
position of the Zone is not satisfactory. A very large number 
of industries are concentrated in the Punjab. The total 
number of factories in the Zone is 1084 out of which 752 are 
located in the Punjab, 307 in Sind, 18 in the N.-W. F. P. and 7 
in Baluchistan. This uneven distribution of industrial activi- 
ties is a drawback and may result in economic and social 
maladjustments and strategic risks. 

The Zone has made very poor progress even in individual 
industries. Out of the total number of 396 cotton spinning 
and weaving mills in British India and the Indian States, 
there were only 8 mills in the Zone in 1942. (The Report of 
the Bombay Millowners' Association.) The position with 
regard to woollen mills is also not quite satisfactory. Out 
of sixteen woollen mills in British India there are only six in 
the Punjab and none in Sind, the N.-W. F. P. or Baluchistan. 
But of the 6 woollen mills, 5 are situated in the district of 
Amritsar which has a non-Muslim majority and falls outside 
the Zone. There is not a single iron and steel works in the 
Zone which thus lacks one of the most important key indus- 
tries. The Zone is slightly in a better position with regard 
to general engineering workshops and foundries. Out of the 
total number of 424 workshops in the whole of British India, 
about 42 workshops are in the North-Western Zone. After 
excluding 28 workshops located in the non-Muslim majority 
districts of the Punjab, the Zone is in a hopeless position. 
With regard to the sugar industry it has only 2 small sugar 
factories. The Punjab has made very little progress during 
the last 20 years in spite of the fact that the province ranka 
next to the United Provinces and Bihar in the production of 
sugar-cane and is one of the most important sugar consuming 
provinces. Nor is there any scope for the expansion of the 
industry in the Zone as the climatic conditions are on the 
whole unfavourable to the production of cane of sufficient 
sucrose content to be suitable for the manufacture of sugar 
in competition with the factories situated in the United 
Provinces and Bihar. The province is also liable to frost 
which is sometimes severe enough to destroy the crop and to 
a greater or less extent affects the sucrose content of the cane. 
The Report of the Tariff Board on the Sugar Industry, 1931, 
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page 23.) The Zone has only three cement factories out of a 
total of 19 in British India and the Indian States. The 
Zone is practically deficient in the glass industry, for though 
there are two glass factories in the Punjab both of them fall 
in the non-Muslim area, i.e., Ambala and Amritsar. There 
is no scope for the expansion of the industry in the Zone 
either, for the industry consumes large quantities of sand 
and coal and must therefore be located at a place where these 
heavy materials are available at a reasonable cost. Conse- 
quently the glass industry has declined in the Punjab. The 
Zone is also very poor in chemical, paper and leather industries. 
There are only two chemical works in Lahore and not a single 
paper or leather factory in the Muslim majority districts. It 
is clear from the above facts that the North-Western Zone 
is industrially backward. Judged from any point of view 
number of factories, number of industrial workers, nature of 
industries, size of industrial establishments or development of 
individual industries the Zone absolutely lags behind India 
in industrial progress and possibilities. Its population is 
predominantly agricultural and the standard of living is low. 
Nor are conditions likely to improve very much in the near 
future. The physico-environmental factors which have to 
a great extent determined the concentration of industries in 
particular regions cannot change nor can the distribution of 
the mineral and other material resources be modified by some 
sort of political legerdemain or re-alignment of boundaries 
or creation of separate sovereign States. A small State with, 
a 'closed economy' will prove a hindrance to planning, market 
specialization and all-round development. The political 
disintegration of the country would only mean poverty, hunger 
and unemployment for all. Today the common man every- 
where clamours for 'freedom from want' fiist and 'freedom of 
worship* and all other 'freedoms' afterwards. In the long run 
economic realities shatter political fantasies. 



CHAPTER IX 

NEW INDUSTRIAL POLICY 

The industrial policy announced by the Government of 
India on 6th April, 1948, is a landmark in the history of indus- 
trial planning in the country. Though a somewhat similar 
policy had been formally announced by the alien bureaucratic 
Government in 1945, it only remained a blue-print on paper 
and was conveniently pigeon-holed after it had served its 
purpose of official ' window-dressing'. The new industrial 
policy, however, derives its significance from the fact that it 
was enunciated by a fully representative and responsible 
Government under the leadership of the Indian National 
Congress which had been the spearhead of the nation's strug- 
gle for political independence the essential prerequisite of 
all authentic national planning. It was based, moreover, on 
the realities of the situation and backed by the determination 
of a sovereign national Government to implement it in full. 

It would be appropriate to recapitulate the circumstances 
that preceded this momentous announcement. With the 
attainment of Dominion Status on the 15th of August, 1947, 
India was on the threshold of a new era and there was a 
remarkable upsurge of hope and enthusiasm all over the coun- 
try. The Swaraj of one's dreams was at last within the 
realm of practical politics, and every section of the people 
was eager to play its part in the building of a New India. 
The industrialists were impatient to ascertain their role in 
the new dispensation, and made incessant appeals in the press 
and on the platform, in the legislatures and the meetings of 
commercial bodies, to elicit the intentions of Government 
with regard to the industrialization of the country and the 
function of private enterprise therein. Mr M. A. Master in 
his presidential address at the annual meeting of the Federa- 
tion of the Indian Chambers of Commerce appealed to the 
Prime Minister " to give serious thought to the place of pri- 
vate enterprise in the future industrialization of India " and 
" to announce the policy of the State as to the pattern of the 
future economy of the country and the place of private 
enterprise in the development of industries." The working 
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class was no less backward in pressing its claims through 
meetings, processions, demonstrations and strikes for a 
place in the sun and a better deal for itself. Government 
being the custodian of the welfare of the community as a 
whole and pledged to the principle of a just and equalitarian 
social order, itself realized the need of formulating and an- 
nouncing its economic and industrial policy. Members of 
Government in their individual capacity had been expressing 
their views on industrial policy in their speeches in and out- 
side the Dominion Parliament. But these speeches were very 
often contradictory, incomplete and vague, and instead of 
clarifying the issues tended to confuse the public mind. The 
publication of the Report of the Economic Programme Com- 
mittee of the All-India Congress Committee and its general 
ratification by the A.I.C.C. had also created doubts and mis- 
givings among both labour and capital, for the report only 
outlined the ideal to be achieved and not a programme to be 
implemented. 

Introducing the resolution on the new industrial policy 
in the Dominion Parliament, the Minister for Industry and 
Supply, Dr S. P. Mookerjee, expressed the hope that " it 
would succeed in removing uncertainties and misgivings 
particularly in regard to private enterprise and also in res- 
pect of the position of capital and labour." The statements 
issued by important individuals as well as by representatives 
of commercial bodies and reactions of the press are sufficient 
indications that such ' uncertainties and misgivings ' have 
been removed to a very large extent. The industrialists 
at last know where they stand at least for the next ten years ; 
for they have been assured that in the sphere of existing under- 
takings " they will be allowed all facilities for efficient work- 
ing and reasonable expansion." Government's elucidation 
that "ability to achieve the main objectives should deter- 
mine the immediate extent of State responsibility and the 
limits to private enterprise " and its acknowledgement that 
" under the present conditions, the mechanism and the re- 
sources of the State may riot permit it to function forthwith 
in industry as widely as desirable " permit the inference that 
even after the lapse of ten years private enterprise may, if 
necessary, be given another lease of life. If, however, the State 
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is able to develop adequately in machinery and resources to 
effectively acquire private enterprise, it has given an assur- 
ance that " the fundamental rights guaranteed by the consti- 
tution will be observed and compensation will be awarded 
on a fair and equitable basis." Thus the status quo is to con- 
tinue for ten years in the first instance with the possibility 
of its further extension due to the limited mechanism and 
resources of the State and in case this policy is reversed, 
private enterprise has been guaranteed compensation on a 
fair and equitable basis. 

The fundamental objective of the industrial policy, 
stated in general terms, is "to establish a social order where 
justice and equality of opportunity shall be secured to all the 
people." But this is an ideal, the achievement of which may 
take a very long time. Hence " the immediate objective is 
to provide educational facilities and health services on a 
much wider scale, and to promote a rapid rise in the standard 
of living of the people by exploiting the latent resources of the 
country, increasing production and offering opportunities to 
all for employment in the service of the community." Under 
the present conditions emphasis would naturally be on 
increasing production, for a mere re-distribution of existing 
wealth would only mean the distribution of scarcity. The 
resolution stated that special efforts should be made to in- 
crease the production of capital equipment, of basic consumer 
goods and of commodities the export of which will increase 
earnings of scarce foreign exchange. It may be said that this 
official exposition of the objectives of industrial policy met 
with general approval in the country. 

Notwithstanding the fact that the statement confines 
itself to Government's industrial policy, it may be observed 
that there are omissions in it in respect of two important 
matters. Keeping in view India's general industrial back- 
wardness and her position till recently of an economic depen- 
dency in the British Empire, it is essential to shape our eco- 
nomic policy so as to attain national self-sufficiency as speedi- 
ly as possible. The National Planning Committee appointed 
by the Indian National Congress has laid considerable em- 
phasis on this point. " The principal objective of planning 
the national economy should be to attain, as far as possible,. 
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national self-sufficiency and not primarily for purposes of 
foreign markets." (Handbook of the National Planning 
Committee, 1946, p. 20.) The Planning Advisory Board 
in its Report (on page 4) has endorsed the view that national 
self-sufficiency " should ceitainly bo aimed at. in certain 
spheres." The oilier lacuna is with regard to the develop- 
ment of key industries to meet tho defence requirements 
of the country. The rapidly deteriorating international 
situation, the sinister game of power politics that is being 
waged almost on the very borders of India and her strategic 
positioninthe East demand that India's defence should be effici- 
ently organized on the most modern lines as speedily as possible. 
The Planning Advisory Board has remarked " that such de- 
velopment would ipso facto make the country better prepared 
for defence, and this may be regarded as a subsidiary objec- 
tive of planning." The Economic Programme Committee 
appointed by the All-India Congress Committee has also exa- 
mined the problems of planning in the context of a free India 
and has suggested the " creation of an economy which would 
meet fully the requirements of the country's internal and 
external security". The exclusion of defence considerations 
and of national self-sufficiency renders the objectives clause 
of the industrial policy incomplete. But it is to be hoped 
that when the details of the policy are worked out and the 
exigencies of the defence situation taken into consideration, 
the twin objectives of self-sufficiency and defence will bo kept 
in view, for in the modern world all economic activities are 
regulated to serve national prosperity and national security. 

The Issue of Nationalization 

From the point of view of ownership, operation and 
control Government have classified industries into five 
categories as shown in the following table. 

The Government of India resolution on industrial policy, 
while setting at rest the controversy over State versus private 
enterprise for a period of ten years, has thus also demarcated 
the respective spheres of State and private enterprise in in* 
dustry. Let us now examine the reasons advanced by Govern- 
ment for such a division. Government are of the opinion 
that any improvement in the economic conditions of the 
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country postulates an increase in national wealth. Our 
efforts therefore must be primarily directed to a continuous 
increase in production by all possible means. Hence the 
accent is on expansion of production rather than on re-dis- 
tribution of existing wealth. In order to maintain the cur- 
rent volume of production and to step it up further, Govern- 
ment are, however, reluctant to disturb the existing industrial 
structure of the country. Voicing Government's anxiety 
in this respect the Prime Minister, Pandit Jawaharlal Nehru, 
speaking on the policy resolution in the Dominion Parlia- 
ment, stated, " One had to be very careful that in taking any 
step the existing structure was not injured very much. In 
the state of affairs in the world and in India today, any attempt 
to have a 'clean slate', i.e., a sweeping away of all that they 
had got, would certainly not bring progress nearer but rather 
delay it tremendously. The alternative to that * clean slate* 
was to try to rub out here and there, to write on it gradually, 
to replace the writing on the whole slate, not too slowly but 
nevertheless without a great measure of destruction in its 
trail." 

Government's desire to maximize production is unex- 
ceptionable. But the plea that it can be achieved only by 
giving a new lease of life, if not a long rope, to private enter- 
prise is hardly understandable. That the existing structure 
of industry has failed to provide a national minimum to all 
is proved beyond doubt by the very fact that Government 
have decided to enter the industrial field. The reasons for 
this failure are not far to seek. The very profit motive which 
is the raison d'etre of the capitalist system prevents it from 
mobilizing the factors of product ion to their maximum capacity. 
Despite all the human ingenuity in devising methods for re- 
gulating labour-capital relations, as long as profits flow into 
the pockets of the owning and not the working class, so long 
is conflict inevitable. A productive system based on nine- 
teenth century life and carried on into modern times is bound 
to create social anomalies and maladjustments. And we are 
constrained to remark that Government's industrial policy 
has failed to take due cognizance of this fact. Unless labour is 
assigned a new place and its due place in industry, produc- 
tion cannot be geared to the maximum. Government does 
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recognize industrial unrest to be a serious impediment in the 
way of expanding production but does not diagnose the evil 
in a scientific manner. Both for the ultimate objective of 
eliminating poverty and the immediate objective of maxi- 
mizing production, it is urgent and necessary, as the People's 
Age, the official oigan of the Communist Party of India, puts 
it in its issue of 18th April, 1948, "to remove private capita- 
lists from strategic economic positions, to take steps to re- 
move the profit motive from industry and to immediately 
nationalize all vital concerns as a pre-condition of planned 
economy in India." How far the existing industrial struc- 
ture is capable of intensifying production may be gauged 
from the current cloth muddle. Even after five years' serious 
efforts made by Government in every possible direction the 
situation has only worsened. A Government of India com- 
munique dated 50th April, 1948, sums up the position thus : 
" When the decision foi partial decontrol was taken, the tex- 
tile industry gave the undertaking that it would assume the 
responsibility of fixing fair ex-mill prices and for arranging 
salo of cloth from the mills at these prices. . . .(but) Govern- 
ment are constrained to observe that, with some honourable 
exceptions, neither the textile industry nor the trade has dis- 
charged its obligations to the public." How far the policy 
has enthused the industrialists to produce more is evident 
from Mr G. I). Hirla's statement on the resolution in which 
he says, % * It must, however, be realized by Government that 
the statement per sc is not going to give the country any new 
production or enhanced prosperity." Comment is superfluous. 
The sooond argument advanced by Government is that 
they have not at their disposal the necessary resources in 
personnel and administrative machinery to acquire and ope- 
rate industries and they are therefore reluctant to nationa- 
lize industries immediately. We fail to understand, however, 
how men who become available for industry when it is run by 
private enterprise are not available when the State steps in. 
Pandit Nohru himself has refuted this argument against 
nationalization. Speaking in the Dominion Parliament 
on 18th February, 1948, on the nationalization of industries 
he said, '" The question is often asked whether we have the 
personnel to nationalize industries. The question rather 
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surprises me because it is the same personnel who are utilized 
whether industry is nationalized or not. The personnel 
which operates private industry is not going to leave the 
country when industry is nationalized." Our own convic- 
tion is that State undertakings will attract personnel far 
more than private concerns for the former offer greater security 
of tenure, better terms of employment, bettor conditions of 
work and higher wages. Private enterprise may bo able to 
offer exceptionally high remuneration to a few. But it can- 
not ensure fair wages to the entire labour force. Moreover, 
the State is undoubtedly in a bettor position to develop a 
national cadre of technicians and skilled labour. 

The lack of necessary resources is another reason adduced 
by Government for leaving a very large sector of industry in 
the hands of private enterprise. This argument seems to be 
based on an erroneous assumption. As Government have 
only limited resources and their hands are already full with 
the several big projects under way, they would not like to 
fritter away their limited resources on acquiring relatively 
less important industries. The fact that Government re- 
sources are limited makes it all the more imperative that they 
should execute their big projects economically and speedily. 
This can be done only when all the key and basic industries 
are run by Government. Cement, iron and steel, coal, trans- 
port and basic minerals and chemicals are all essential for 
massive construction projects. The nationalization of these 
industries will make basic construction materials available 
cheaply and speedily and at the same time bring sufficient 
wherewithal to set up new industries in a planned economy. 
Pandit Nehru himself admits that the State is confronted 
with serious social problems. "It has to solve them or 
cease to be a social State. Ifc has to face these problems and 
if it has to do this it must have the necessary wherewithal. 
The trend of events inevitably is to make the State more and 
more the organizer of constructive activity, of industry, etc., 
and not the private capitalist or any other person/' The 
State must therefore recognize the inevitability of this ten- 
dency and undertake the responsibility of organizing cons- 
tructive activity and also find the ways and means of financing 
it. Otherwise it leads to a vicious circle the State cannot 
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acquire industries because it has not enough financial 
resources : its finances cannot expand because the profits 
of industry are devoured by the owning class. The financial 
* bottleneck ' can be broken only by the State getting hold 
of the sources of profit, i.e., industry. Taxation may be indi- 
cated as another source of finance. But it is a well-known 
fact that in a capitalist system there is a limit to which in- 
dustry can be burdened w r ith taxes without curtailing the 
volume of production. Beyond this limit, i.e., w r hen the 
entrepreneur's profit ratio is hit, industry can be taxed only 
at the cost of the annual national income, for in a capitalist 
order, after a certain stage curbing of profits means curtailing 
production and has thus a regressive effect. Thus taxation 
as a source of revenue has its own limitation. It is not with- 
out significance that industrialists have already started a 
campaign for the reduction of taxes. The Committee of 
the Indian Chamber of Commerce, Calcutta, in its resolution 
on the industrial policy has demanded that " the present 
taxation structure should be radically revised so that people 
can save and invest in industry. The present rates of taxation 
retard saving and penalise investment/ 1 In order to meet 
its growing financial requirements a social State must acquire 
new and larger sources of revenue, e.g., industry. The Bom- 
bay Planners may be quoted in this connexion. " The esti- 
mates of capital expenditure contained in tho memorandum 
are of such colossal dimensions that the whole scheme may 
appear impracticable to people whose minds are still dominat- 
ed by orthodox financial concepts. The answer is that 
money or finance is not the master of a count ry's economy 
but its servant and instrument. The real capital of a country 
consists of its resources in materials and man-power and 
money is merely a means of mobilizing these resources and 
canalising them into specific forms of activity." (The Bombay 
Plan, Part I, page 5.) 

Pandit Nehru in the course of his speech on the resolu- 
tion on industrial policy has advanced an entirely novel argu- 
ment against immediate nationalization. " The technique 
of production and the methods of production are changing. 
But, nevertheless, they (the Socialists arid Communists) base 
their programme more or less on a static world and not a 
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continually changing world with new methods of production 
and new techniques. They do not think so much in terms 
of the vast changes of production methods that may come 
about which will render the present industrial apparatus 
obsolete. They think in terms of acquiring this or that, spend- 
ing vast sums of money, acquiring things which are 90 per 
cent obsolete today. In fact, from the point of view of tech- 
nological advance it may well be a complete waste of money 
to acquiie this obsolete machineiy and factories and other 
things." This argument is a plea for a dynamic technology 
and for a postponement of nationalization of industry till 
tomorrow's advance in technology. Need we point out that 
technology is never a static process and that the new methods 
for which we are asked to wait may very well become old 
after another decade Industrialization does not wait for 
advances in technical inventions and research ; rather the 
latter follow in the wake of the former. We must also at 
the same time remember that these obsolete concerns form 
our entire industrial structure. Even in their obsolescent 
condition they aro earning croies of rupees aniurilly. To 
talk of keeping pace with technological advance. nent in tho 
face of scarcity and lack of even obsolete capital oquipment 
is only crying for the moon ! Products of some of these like 
jute, mica and tea are important items of our ox port trade 
and earn precious foreign exchange. Thoir nationalization 
will augment the rev onue of the State and provide- the finances 
for laying the foundations of our planned economy. Even 
from the point of view of technological progress, it is evident 
that private enterprise cannot keep pace with improvements 
for its dominant motive is profit and not technical progress. 
The investing class can neither afford to invest nor would 
it be willing to invest in technical improvements and replace- 
ments which do not bring immediate returns. Technological 
innovations require a huge capital outlay and a vast pool of 
technical knowledge which Government alone can command. 
In this connexion we have only to consider how much our 
industry is dependent on scientific and industrial research. 
And whatever research institutions wo have today are Govern- 
ment sponsored and financed from the public treasury. 
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Labour-Capital Relations 

We have examined above the pros and cons of the policy 
of complete and immediate nationalization of industries and 
noticed that Government have not adopted it in its entirety. 
They have, however, made an attempt to reconcile the conflict- 
ing claims of labour and capital about tho profits of industry. 
The need and importance of ensuring the fullest eo-opertion 
between labour and management and maintaining stable and 
friendly relations between them have been fully recognized 
by Government. They have endorsed the resolution on in- 
dustrial truce passed by the Industries 1 Conference held in 
December, 1947. The resolution states that the system of 
remuneration to capital as well as to labour must be so de- 
vised that while in the interests of the consumers and the 
primary producers excessive profits should bo prevented by 
suitable methods of taxation and otherwise, both will share 
tho product of their common effort after making due provi- 
sion for payment of wages to labour, a fair return on the 
capital employed in tho industry and reasonable reserves for 
the maintenance and expansion of the undertaking. They 
have accepted the principle that labour's share of profits 
should be normally on a sliding scale varying with output. 
In addition to tho over-all regulation of industry by the State, 
Government propose to establish machinery at the Centre 
as well as in the provinces for advising on fair wages, fair 
remuneration for capital and conditions of labour. Govern- 
ment have also promised to associate labour in all matters 
concerning industrial production. 

The principles enunciated by Government in their state- 
ment oa industrial relations are, no doubt, unimpeachable 
and deserve to bo applied forthwith. But the crux of the 
matter is the administration 's ability to implement them 
with energy and dispatch. Wo are constrained to observe 
that not much has boon achieved in the sphere of labour- 
capital relations except that Government have succeeded 
in reducing the number of strikes in tho country which at 
one time were threatening to assume menacing proportions. 
This industrial truce, however, has been imposed from above 
through legislation and is not the outcome of mutual agree- 
ment between labour and capital. Capital still enjoys 
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the same privileges as before and labour's lot has not under- 
gone any substantial improvement. The industrialist has 
been assured of the maintenance of the status quo, which 
definite!} 7 works to the advantage of the owning class. The 
prophetic warning given by the labour representative Shri 
Khandubhai Desai in the course of the debate in the Dominion 
Parliament has como out true. He had said, " The policy 
if properly translated into action and given effect to would be 
beneficial to the country as a whole. But Government must 
guard themselves against the manoeuvres of the capitalist 
class who would move heaven and earth to see that the policy 
was not implemented. The quantum of labour's enthusiasm 
and support to the policy would be proportional to the steps 
which the State would take in effective furtherance of the 
policy." Unfortunately, Government's efforts to implement 
their policy have not been a conspicuous success and they have 
failed to inspire much enthusiasm among the workers. It is 
no wonder that in the circumstances the industrial truce has 
been violated by both the parties in several provinces. The 
consequences are only too evident. Production in almost 
all the industries has suffered a setback as shown by the follow- 
ing figures quoted from Commerce (7th August, 1948, page 
280). 

INDUSTRIAL PRODUCTION IN INDIA 

1945-46 1946-47 Percent- 
age fall 

Cotton piecegoods (million yds.) 4,651 3,863 17 
Cotton Yarn (million Ibs.) 548 470 14 

Paper (cwts., '000) . . 1,681 1,244 26 

Sugar (cwts., '000) . . 10,230 8,666 15 

Matches (million gross) . . 2,021 1,239 39 

Cement (tons, '000) .. 2,146 2,016 6 

Pig iron (tons, '000) . . 1 ,422 1 ,365 4 

Steel ingots (tons, '000) . . 1,299 1,199 8 

Finished steel (tons, '000) . . 1,338 1,160 21 

Coal (tons, '000) .. .. 26,543 26,218 1.3 

Average fall 16 per cent 

The curve of declining production is still going down- 
wards and if the situation deteriorates further the country 
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may bo confronted with an unprecedented economic crisis 
leading to catastrophe. 

Cottage Industries 

For the first time in the economic history of the country 
cottage industries have been assigned a definite place in the 
industrial policy of the Government. It is recognized that 
cottage and small-scale industries have a very important 
role in the national economy. Besides offering scope for 
individual, village and co-operative enterprise, they are 
particularly suited for the more efficient utilization of local 
resources, both material and human, and for the achievement 
of local self-sufficiency in respect of certain types of essential 
consumer goods like food, cloth and agricultural implements. 
For the proper development of these industries provision 
must be mado for the supply of raw materials, cheap power, 
technical advice, organized marketing of produce, and, where 
necessary, safeguards against intensive competition by large- 
scale manufacture. But most of these factors fall in the 
provincial sphere and therefore the Central Government can- 
not take any direct initiative in the matter. However, the 
Union Government have promised to investigate how far and 
in what manner these industries can be co-ordinated and 
integrated with large-scale industries. 

Tho statement on the resolution on industrial policy says 
that the present international situation is likely to lessen to 
a marked degree our chances of getting capital goods for 
developing indigenous large-scale industry arid that the 
leeway mast be made up by having recourse to small-scale 
industrial co- operatives throughout the, country. Thus Gov- 
ernment's decision to encourage cottage industries appears 
to be prompted more by expediency or the exigencies of the 
situation than by ideological considerations. The statement 
makes no reference to the peculiar economic situation in 
India with its abundance of man-power and its chronic 
under-employment or unemployment. Nor does it discuss 
the competence of cottage industries to bring about an in- 
crease in the per capita income of the rural population and the 
consequent rise in the standard of living of the masses. It 
also more or less entirely overlooks the capacity of cottage 
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industries to solve the problem of distribution at the produc- 
tion end and thus prevent the concentration of wealth in the 
hands of the few. The fact that the Indian National Congress 
is wedded to a particular school of economic philosophy 
evolved by Gandhiji has apparently never influenced the 
framers of the policy. The ideology of decentralization 
and village self-sufficiency is based upon the principle of 
'full employment' in the ruial economy. That there can 
be no other effective alternative for India was repeated by 
Gandhiji, time without number, in his speeches and writings. 
This same fact has been proved to the hilt by the author of 
the * Gandhian Plan', Acharya S. N. Agarwal, in his recent 
book Gandhian Plan Reaffirmed. Taking 60 millions as the 
ideal number of persons to be engaged in industry, Acharya 
Agarwal calculates that at the most 10 million workers can 
be absorbed in large-scale industries within the next ten or 
fifteen years. The remaining 50 million out of 00 million 
allotted to industries will, therefore, have to bo engaged in 
small-scale and cottage industries throughout the country- 
side. The Economic Programme Committee appointed by 
the All-India Congress Committee has summed up the ideo- 
logy behind its recommendations as follows : "Widest pos- 
sible diffusion of opportunities for occupation through an 
economy based on decentralization and compatible with the 
requirements of an adequate standard of living and the coun- 
try's internal and external security, national and regional 
self-sufficiency and a proper balance between rural and urban 
economy Industries producing articles of food and cloth- 
ing and other essential consumer goods should constitute 
the decentralized sector of Indian economy and should, as 
far as possible be developed and run on a co-operative basis. 
Such industries should for the most part be run on cottage 
or small-scale basis.... In the conditions prevalent in our 
country, emphasis will bo on providing opportunities for the 
employment of our unutilized or partially utilized man-power 
and minimizing the uso of costly capital goods. Large-scale 
industries should be utilized to improve the economic basis 
and the operative efficiency of small-scale and cottage indus- 
tries." This fundamental truth about the economic future 
of India has not received as much attention as it should have 
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at the hands of the Congress-led Government at the Centre. 
We admit that the factors which govern the expansion 
of cottage industries fall in the provincial sphere and under 
the present constitution the Union Government can absolve 
themselves from any direct responsibility. But the industrial 
policy is to remain in force for the next ten years and will be 
executed under the new constitutional set-up. In the Draft 
Constitution of India ' Economic and Social Planning* appear 
in the concurrent list. (The Draft Constitution of India, page 
201). The initiative and actual execution will no doubt lie 
with the provincial Governments and the States, but co- 
ordination and control on an all-India basis can only be 
exercised by the Union Government. Cottage industries 
are bound to occupy a prominent place in the all-India pic- 
ture of industrial planning. The task of co-ordinating and 
integrating cottage industries with large-scale industries can- 
not be undertaken on the provincial level. Similarly, pro- 
vision of cheap power, safeguards against intensive compe- 
tition by large-scale manufacture, organized marketing of 
the products of small-scale industries and decentralization 
of concentrated industries can only be tackled on a national 
basis. 

A criticical examination of the important aspects of the 
industrial policy inevitably leads us to the following conclu- 
sions : 

(a) Government's attitude towards the nationaliza- 
tion of large-scale industries is half-hearted, 
halting and static. The demarcation of spheres 
for the operation of private enterprise and State 
enterprise leaves the former almost intact for 
at least ton years. 

(6) The principles of labour- capital relationship and 
the machinery recommended for its regulation 
are no doubt unexceptionable in theory. But 
their success in practice pre-supposes the exist- 
ence of an organized trade union movement 
on the one hand and an enlightened employer 
class on the other. But in our country both 
are unfortunately absent, partially if not wholly. 
The course of events since the announcement 
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of the policy has shown that conditions favour- 
able for such collaboration between employer 
and employee do not at present exist in the 
country. 

(c) With regard to the place assigned to cottage 
industries, the industrial policy is disappoint- 
ing. It has almost passed over the economic 
ideology of the Congress so carefully evolved 
and nurtured by Gandhiji. The policy, if 
implemented in full, will not only throw India 
open to the extreme type of Western indus- 
trialization but also strike at the very roots of 
autonomous self-sufficient village republics 
the cherished dream of the Father of the 
Nation. 

There can be no more appropriate concluding remarks 
about the industrial policy of Government than those uttered 
by that eminent authority on economic planning, Prof. K. T. 
Shah, during the debate on the subject in the Dominion Par- 
liament : " This was not a policy that a State desiring to be 
progressive, desiring to advance the well-being of the country 
to the utmost possible degree, should adopt. I am dis- 
appointed with the resolution not only because of its sins of 
commission, but also because of its sins of omission. The 
worst possible examples were left to the State and the best 
possible examples were left to the capitalist seeking profit 
and only profit. What was the use of saying that for ten 
years the capitalist would be given 4 a charter of exploitation* 
under which he could take out all the kernel and leave the 
husk to posterity ?" 



CHAPTER X 

PLANNING IN FREE INDIA 

If freedom in its negative aspect implies the absence of 
foreign political domination, in its positive phase it connotes 
the power of national self-determination. A free nation can 
shape its destiny according to the sovereign will of its peo- 
ple. Freedom is therefore a means to an end, which is the all- 
round material and moral advancement of the community, 
and unless wo use our freedom for achieving our objective 
our entire freedom movement will have been in vain. And 
it is almost a truism to say that we cannot attain our goal 
without a plan. Planning is the order of the day, and the 
slogan ' Plan or Perish ' was never more applicable than to 
India today. Freo India must therefore be followed by a 
Planned India, for without the latter the former can never 
survive. It may sound paradoxical to those who consider 
national planning as the antithesis of personal liberty but 
today it is almost platitudinous to say that a nation's freedom 
can only be preserved by a planned economy. Politics can- 
not be dissociated from economics, for each acts and reacts 
on the other. 

It follows, therefore, that nothing less than the main- 
tenance and enlargement of our national liberty should be 
the aim of planning in India. Our economic system hitherto 
was that of a colonial dependency and served the ends of 
British Imperialism. Today wo have to liquidate not an 
alien political domination but an indigenous economic ex* 
ploitation. We must make of democracy a dynamic social 
process ; for it is a way of life as well as a system of govern- 
ment. In other words, we should establish economic as well 
as political democracy, in wliich every citizen may participate 
on equal terms. In the new draft Constitution we have affirm- 
ed our solemn resolve to constitute India into a Sovereign 
Democratic Republic and to secure to all its citizens justice- 
social, economic and political and equality of status and 
opportunity. It should be our first concern to apply this 
solemn resolve in the economic sphere. The objectives of 
social and economic justice and equality of status and 
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opportunity can be achieved only when there is a democratic 
approach to the solution of economic problems, which 
inevitably implies planning 'of the people, by the people and for 
the people'. Our objective should be to secure freedom from 
want for the entire community and not only for a class or 
a section. In other words, our goal should be authentic 
all-round 'National Planning' and not mere economic develop- 
ment or industiial expansion or post-war reconstruction or 
'grow more food' or decentralization or rural regeneration. 
Most of the economic plans and planners are practically 
agreed on the objectives of planning. There may be a differ- 
ence of emphasis on specific items or priorities or targets to be 
achieved within a given period. But on a National Minimum 
consisting of adequate food, shelter, clothing, medical aid 
and education there is almost absolute unanimity. A corol- 
lary to the National Minimum is that every citizen should be 
secured against unemployment, ill health and old age. This 
National Minimum and economic and social security should be 
guaranteed as of right and not out of charity. The minimum 
would, no doubt, be irreducible but it should never be consi- 
dered in static terms. Successive plans must provide for a 
progressively rising scale of amenities and comforts. Our 
efforts to secure a National Minimum for all must lead to 
national self-sufficiency. But national self-sufficiency should 
not be confused with economic nationalism or autarchy or 
economic imperialism. National requirements will be the 
first charge on the country's production and the surplus would 
enter the international market to meet the obligations of 
reciprocal trade with foreign countries. Planning should 
also make the country better prepared for defence. In the 
perilous international situation obtaining today an infant 
republic like India cannot for a moment relax her efforts at 
organizing her defence, for ultimately economic planning itself 
largely depends on peace and security within and without the 
country. To sum up, the objectives of planning should be : 

(a) An irreducible National Minimum with a pro- 

gressively rising scale of amenities and comforts. 

(b) National self-sufficiency, and 

(c) Organized defence. 

The crux of planning lies not in formulating the 
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objectives but in devising ways and means to achieve them ; 
'how' to achieve is as important as 'what* to achieve. Con- 
sistency between ends and means is nowhere so imperative 
as in planning. Economic justice for the common man 
cannot be achieved by undemocratic or authoritarian me- 
thods. No plan can succeed without the intelligent and en- 
thusiastic co-operation of those for whom it is meant ; and 
no co-operation would be forthcoming from the general public 
unless it is assured of the benefits of such planning. There- 
fore, in order to achieve fulfilment in planning it is essential 
to adopt only those ways and methods which would ensure the 
benefits of planning to the common man. It is not a mere 
matter of choosing this or that 'ism' of a particular social 
pattern or economic order. Our primary concern should be 
to see that every citizen of the free Indian Republic gets his 
due share of the national wealth. Such an assurance would 
be the most effective means of stimulating maximum produc- 
tion. All other factors like technical efficiency, co-ordina- 
tion and organization, etc. are decidedly less important than 
mobilizing the human factor. Apart from fundamental 
psychological considerations, efficient and contented man- 
power is the first desideratum in planning and cannot be mobi- 
lized except by democratizing the economic system. 

A sharp controversy is raging today on this very issue, 
and in the heat of battle arid din of discussion it is becoming 
increasingly difficult for partisans to preserve a proper sense 
of perspective. One section advocates private enterprise 
and tho maintenance of the status quo, while the other stands 
for social is m and nationalization of the means of produc- 
tion. Tho standpoint of the former may be summed up as 
follows : 

(a) There is always an element of considerable risk 
in every industry. It is neither proper nor 
desirable that the State should undertake such 
risk. 

(6) Under bureaucratic control and management tha 

standard of efficiency is apt to deteriorate and 

consequently the volume of production is likely 

to be affected adversely, 

(c) Individual initiative and personal interest so 
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essential for conducting industry are incompati- 
ble with bureaucratic management of industry. 

(d) The State may experience difficulty in getting a 

sufficient number of technical personnel. 

(e) The difficulty of finding the finance for paying 

compensation to the owners of the moans of 
production. 

The arguments stated above raise certain fundamental 
objections against the nationalization of the means of pro- 
duction. Let us therefore examine them before considering 
the other side of the picture. Taking first the question of the 
risk involved in any new industrial enterprise and the inadvi- 
sability of the State shouldering it, we are of the opinion that 
this argument is based on an outmoded conception of the State. 
The State is not intrinsically separate from the community. 
Bisks that affect the community must also directly or in- 
directly affect the State. To isolate the State from any sec- 
tor of the nation's economic activity is not only undemo- 
cratic but harmful to the interests of the community at large. 
Moreover, there are industries which private enterprise may 
not be willing to operate or in which it may not bo desirable. 
In such cases the nation might gain if the responsibility for 
them is shouldered by the entire community and not by any 
particular section. It must also be borne in mind that under 
a planned economy in a socialistic system, the element of 
risk or loss, where not entirely eliminated, would be minimized 
and spread all over the community. And in any case, it 
would not be a greater burden on the public exchequer than 
the combined subsidies and bounties which the State is doling 
out to industry today as a measure of protection. 

The second argument against socialization is that under 
bureaucratic control and management the standard of effi- 
ciency in industry would go down and production suffer. 
This argument ignores the organizational structure of modern 
industry. It presumes that in modern private industrial 
enterprises there is more of personal supervision and manage- 
ment than in corresponding public enterprises. A first-hand 
knowledge of the working of any large-scale industry would 
convince one that its management is as impersonal as that of 
.any Government Department. To what extent and in what 
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manner the worker in a modern factory is in personal con- 
tact and under the supervision of its owner is well known to us. 
Private enterprise is thus as much exposed to inefficiency and 
mismanagement as any public enterprise. 

It must also bo understood that bureaucratic methods 
and practices which have become a byword for red-tapism, 
dilatoriness, retreat from responsibility, etc., do not owe 
their origin precisely to tho public character of any enter- 
prise. The scale of operations, number of workers employed, 
enforcement of a certain standard of rules and the nature of 
organization aro responsible for rendering industrial manage- 
ment orjually impersonal and bureaucratic in its working. 
The unwieldy character of the organization of modern indus- 
try is at the root of the evil. In a public enterprise it may 
mean rod-tape paperawerie, and delay. But in a private 
enterprise it may often develop into anti-social practices like 
favouritism, nepotism, victimization, etc. The control and 
management of public enterprise is necessarily subject to the 
control of the legislature. Therefore the evils of impersonal 
management can bo exposed and eliminated as far as possible. 
But in the case, of private enterprise everything depends on 
the vagaries of an individual. 

Difficulty in diverting available technical personnel from 
private to public enterprise is largely imaginary. State 
enterprise would attract skilled as well as unskilled workers 
more than private enterprise for the terms and conditions 
of work, enforcement of labour legislation, provision of 
amenities and the association of labour in the management of 
industry will decidedly bo more favourable iti the ease of 
State concerns. .Moreover, Government when embarking 
on fresh industrial enterprises would also pro\ide for educa- 
tional and technological institutions for the training of techni- 
cians. The industries themselves would become centres of 
technical training turning out annually vast numbers of 
trained personnel. Pandit Nehru, speaking on the nationali- 
zation of industries in tho Dominion Parliament on 17th 
February, 1948, has thus answered this objection : ' The 
question is often asked whether we havo the personnel to 
nationalize industries. This question rather surprises me 
because it is the same personnel who must be used whether 
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the industry is nationalized or not. The personnel function- 
ing in private industry are not going to leave the country 
when it is nationalized. It is the same personnel that will be 
utilized including the captains of industry, because of their 
special abilities, managerial, executive, etc/' 

The problem of finding the finance for paying compen- 
sation to the owning classes is no doubt a tough one. But 
our capacity and competence for large-scale planning must 
also enable us to surmount such difliculties. To quote the 
Bombay Planners, " Money or finance is not the master of 
the country's economy but its servant and instrument." 
But in order to make finance an instrument of economic and 
social progress it is necessary to jettison the orthodox financial 
concepts which still dominate our thinking. If money can 
pour in an unlimited quantity for purposes of war, there is 
no reason why it should not be available on a similar scale 
to fight the battles of peace against poverty, illiteracy, un- 
employment, ill health, etc. Once we proclaim our decision 
to liquidate all those factors which obstruct the free flow of 
capital into nation-building activities, all arguments of scarcity 
of capital will resolve themselves. Planning implios not only 
the wise husbanding of the wealth to be produced but also 
diverting the existing wealth of the country into productive 
channels according to a well-articulated plan. The People's 
Plan makes the following suggestions for tho payment of 
compensation. Compensation to be paid to tho rent receiv- 
ers as well as to tho creditors, which \vill amount to 
Rs. l,985crores, should bo in tho form of forty-year 3% non- 
transferable self- liquidating bonds issued by tho State. Sir 
Manilal B. Nanavati has suggested in the Artha Sandesh > 
Wardha, of February, 1948, that a more practical method 
of compensation would bo to make payment by annuities out 
of the revenues which would accrue to Government after the 
abolition of zamindari, and if these have tlo bo capitalized 
and paid off, it should be done from tho accumulated sur- 
pluses arising out of the zamindaris. Methods of compensa- 
tion therefore are a matter of detail. Mr Charan Singh in 
his Abolition of Zamindari, says (on page 171), " Given the will, 
a number of ways can be devised whereby proprietary rights 
can be transferred to the actual tillers of the boil and 
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tenants raised to their rightful position from serfdom to 
mastery without any violent destruction of those who have 
held them in subjection for so long." What is true in the 
case of land is also true in the case of industry and large- 
scale business, with the necessary modifications. 

The case for socialism in the present context of the coun- 
try has been ably expounded by Prof. K. T. Shah in his Minute 
of Dissent to the Report of the Planning Advisory Board, 
1946. His arguments, briefly put, are : 

(a) Under nationalized ownership and management 
there would be better co-ordination and greater 
economy in working industries. 

(6) The distribution or diffusion of all industries 
throughout the country so as to facilitate the 
fullest employment of local labour and utiliza- 
tion of local material resources of every region 
will be very much easier and more real. 

(c) The surplus or profit from such nationalized enter- 

prise will be available for the use of the public 
treasury and so provide ever-expanding finan- 
cial resources which tax resources by themselves 
cannot provide. 

(d) The operation of the nationalized industries, 

services or utilities will be primarily to render 
service or assistance to the national economy 
as a \\holo, not for making profits for the owner 
as would inevitably be the case under private 
enterprise. 

(e) Only under socialized production will fullest 

possible employment to all adult workers in 
accordance with the aptitude and training of 
each be secured. 

The plea for nationalization, however powerful and con- 
vincing, should not bo construed as a cry for hasty and ill- 
planned change of ownership involving serious dislocation 
of production and economic convulsions. It calls for formulat- 
ing a programme of nationalization, fixing up a time-table 
and priorities, drawing up schemes of acquiring industries, 
deciding methods of compensation and making arrangements 
for operating the acquired industries. But the dictum of 
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'hastening slowly' or the 'inevitability of gradualnoss' should 
not lead us to a policy of 'do nothing' or 'too little and too 
late'. The period of five years fixed by the Economic Pro- 
gramme Committee of the AH -India Congress Committee 
must be considered eminently reasonable. During these 
five years all preliminary spade-work with regard to finance, 
organization and technical personnel should bo complete 
and the State should be ready by that time to proceed with 
nationalization according to the plan. Which sector should 
be acquired first, at what speed and in what manner are 
matters of detail to be decided and regulated by the Planning 
Commission. 

The controversy over large-scale versus small-scale in- 
dustries is of little practical value when we come to actual 
planning. The advocates of largo-scale industries do not 
contend that each and every industry can be immediately 
organized on a large scale nor do the protagonists of small- 
scale industries believe that all industries can be run on a 
cottage or rural basis. It is evident from the Bombay Plan 
itself that there can be no such thing as a hundred per cent 
large-scale economy, for the Plan regards small-scale and cot- 
tage industries as one of its essential parts and assigns them 
an important and useful place in the consumer goods indus- 
tries. (The Bombay Plan, Part 1, pages 27-28.) Similarly 
the Gandhian Plan does not rule out large-scale industries 
altogether. The author of the Gandhian Plan writes that in 
a free India, the development of basic or key industries should 
not be neglected. The basic industries would help and not 
hinder the growth and evolution of cottage industries. (The 
Gandhian Plan, page 79.) Both the plans though based on two 
extreme views have something in common. There is a place 
for cottage industries alongside of large-scale industries and, 
conversely, there is a place for large-scale industries in the 
decentralized economy based on small-scale production. We 
are convinced that once we make up our minds about the own- 
ership of large-scale industries, the existing ideological conflict 
between large-scale industrialization and decentralized small- 
scale production would disappear. After all, our aim is to 
ensure fullest employment of man-power and material re- 
sources and not mere insistence on the scale of production. 
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In the midst of abundant man-power and scarcity of capital 
equipment, it is fantastic to think exclusively in terms of 
large-scale industries. It is no less Utopian to rely wholly 
on small-scale industries for all the complex and mani- 
fold requirements of modern civilized life. Our task is to 
evolve a system under which both types of production can 
beneficially supplement each other. Matters of detail can 
be left to be worked out by the Planning Commission. 
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RESOLUTIONS OF THE INDUSTRIES CONFERENCE, 
DECEMBER 1947 

At the Industries Conference held from the 15th to 18th 
December, 1947, several resolutions were passed to increase 
production in the country, and bring about a three years' 
Truce in industrial relations. 

The resolution on industrial production passed unani- 
mously says : 

1. This conference views with great concern the con- 
tinued decline in industrial production which had occurred 
during the last two years. 

2. This conference is of the view that the present in- 
ability of industry to produce its installed capacity and to 
expand as planned is mainly duo to 

(a) inadequacy of transport to meet present needs; 

(b) unsatisfactory relations between management and 
labour; 

(c) shortage of raw materials and defects in their pro- 
curement and distribution; 

(d) difficulty in obtaining capital goods and construc- 
tional materials to install them; 

(e) supply and exchange limitations on the import of 
the full requirements of industry; and 

(f) paucity of technical personnel. 

This conference recommends the following immediate 
measures : 
1. Transport 

(a) The increase in the movement of coal by 4 mil- 
lion tons per annum over the existing level of 25 to 26 
million tons per annum to enable existing requirements to 
be met. For this purpose the fullest use should be made 
of the present wagon availability, and every effort should 
be made to increase wagon availability and other railway 
facilities. 

(b) The assessment of the transport required for the 
movement of finished goods and raw materials necessary 
for full production and arrangements to secure such 
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transport through a reduction of less essential movements, 
whether of goods or passengers. 

(o) An examination of all possibilities of increasing 
total goods traffic such as rationalisation of line, power and 
wagon capacity and tho fullest use of present resources. 

(d) The fullest utilisation of road, river, sea and air 
transport. 

2. Raw Materials 

(a) Special assistance for increased production in India 
of industrial raw materials like steel, cement, caustic soda 
and other (Chemicals, light metals, etc. 

(b) The increase of imports of essential raw materials 
in short supply like steel, non-ferrous metals, caustic soda 
and other chemicals, etc. Foreign exchange difficulties 
should be overcome to the extent possible increasing ex- 
ports including export and loans in cash or commodities 
on lines approved by Government. 

(<) The planned utilisation of industrial raw materials 
in short supply witii a view to secure increased production. 
To the extent possible, such distribution of raw materials 
should be effected in consultation with representative 
associations of industry in the case of organised industries 
and with Provincial and States' Governments in other cases. 

Provinces and States should be invited to consider in 
consultation with industries in their areas, the possibilities 
of rationalising the use of raw materials in short supply so 
as to secure maximum production. Standards of classifi- 
cation of units in an industry according to efficiency in 
production, so that all-India standards may be laid down. 

3. Technical Man-Power 

(a) The establishment of Scientific and Technical liai- 
son offices abroad for the recruitment of technical person- 
nel and the placing of advanced Indian students and tech- 
nicians in foreign universities. Technical Institutions and 
the acquisition of technical information. 

(b) The increase of facilities in India for the training 
of scientific and technical personnel and the training of 
labour to increase its efficiency and skill. 

(o) The maintenance of a register of scientific and 
technical personnel. 
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3. This conference recommends that during the next> 
three to five years the increase of capacity and production 
in certain industries for which plans have been approved 
and are under execution should be pressed forward with 
vigour. The essential prerequisite for such expansion is 
the increase of production of commodities and provision 
of services in the basic industries without which any ex- 
pansion would be impossible. 

The following measures are, therefore, recommended: 

(a) Railways : The capacity of rail transport should 
be increased to meet prospective demands of movement of 
constructional materials, fuel, raw materials and finished 
products. The import of locomotives and wagons should 
be given high priority and existing capacity for manufac- 
ture should bo developed so as to secure self-sufficiency at 
the end of this period . 

(b) Steel : New steel plants should be erected and 
brought into production and in the mean time every effort 
should be made to import the country's essential require- 
ments in iron and steel. 

(c) Cement : The approved plan for cement produc- 
tion should be hastened to an early completion so that this 
important constructional material becomes available for 
the installation of new industrial plants. 

(d) Electric Power : Simultaneously with the prepar- 
ation and execution of hydro-electric projects like the 
Daxnoclar Valley Scheme, which take time, existing plans 
for the installation of ancillary Thermal Power Stations 
should be speedily implemented. 

(e) Coal : The recommendations of the Indian Coal- 
elds Committee regarding the acquisition of mineral 
rights, planned and co-ordinated development of produc- 
tion in new areas, regulation of use and distribution and 
oreation of suitable executive machinery, amongst other 
things, must be implemented early, so that the growtJi of 
the eoal industry on rational linos can be facilitated. 

(f) OH: In order to reduce dependence on foreign 
sources prospecting for oil should receive increased atten- 
tion and the possibility of producing substitutes from coal 
Should be investigated. 
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In addition legislation to secure the fullest utilisation 
of power alcohol produced in the country should be enacted. 

(g) In the light of the development anticipated under 
(a) to (f) above, the target for the next five years should 
be fixed in a realistic manner for other important indus- 
tries like Cotton Textiles, Paper and Newsprint, Chemicals, 
Penicillin, Sulpha drupes and Anti-Malarials, Heavy and 
Light Engineering, Electri^ and other machinery and 
Machine Tools; and suitable machinery created for watching 
and ensuring progress towards the targets. 

(h) Machinery for watching and ensuring the execu- 
tion of immediate and short-term plans. The need for close 
consultation between the various ministries concerned with 
industrial development needs no emphasis. 

It is also necessary to associate representatives of Pro- 
vincial and States' Governments, Industry and Labour in 
a periodical review of progress and the measures necessary 
to stimulate it. 

(i) A central Industrial Advisory Council should be set 
up with appropriate sub -committees for important review- 
ing and advising on problems of transport in relation to 
industry. Similar Industrial Advisory Committees in the 
Provinces should also be constituted. 

(j) To assist Government on the proper utilisation of 
scarce raw materials, capital goods, foreign exchange and 
other resources, a Priorities Board should immediately be 
set up. 

The resolution on national policy was also passed re- 
commending to Government that while enunciating their 
national policy of Industrial Development, the following 
aspects, among others, should be kept in view: 

(1) The need for an equitable distribution of the coun- 
try's wealth and production leading to rapid improvement 
of the standard of living and comfort of the masses of the 
Indian people, based on social justice. 

(2) The need for the fullest utilisation of the country's 
resources without allowing wealth to accumulate in the 
hands of a section of the people. 

(3) The need for Central planning, co-ordination and 
direction so as to obtain maximum efficiency and output, 
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a fair and reasonable distribution of the industries through- 
out the country in relation to the potentialities of each area, 
and also to determine a fair basis of wages and profit. 

(4) The division of industries into three broad cate- 
gories: 

(a) Industries which should be under State ownership 
and management. 

(b) Industries which may be jointly owned and 
managed by the State, and 

(c) Industries under private enterprise. 

In selecting the industries as aforesaid, which will be 
reviewed from time to time, the paramount considerations 
will be the country's basic Economic and Defence require- 
ments on the one hand, and the possibility of quick and 
efficient production on the other. 

Labour's Role in Present Crisis 

This conference considers that the increase in 
industrial production, which is so vital to the economy 
of the country, cannot be achieved without the fullest co- 
operation between labour and capital and stable and 
friendly relations between them. The employer must re- 
cognise the proper role of labour in industry and the need 
to secure for labour fair wages and working conditions. 
Labour for its part must give equal recognition to its duty 
in contributing to the increase of the national income, with- 
out which a permanent rise in the general standard of living 
cannot be achieved. 

Mutual discussion of all problems common to both, 
and a determination to settle all disputes without recourse 
to interruption in or slowing down of production, should 
be the common aim of employers and labour. 

The system of remuneration to capital as well as 
labour, must be so designed that while in the interests of 
the consumers and the primary producers, excessive pro- 
fits should be prevented by suitable measures of taxation 
and otherwise, both will share the product of their com- 
mon effort after making provision for payment of fair 
wages to labour, a fair return on capital employed in the 
industry, and reasonable reserves for the maintenance and 
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expansion of the undertaking. 

For attaining these objectives, this conference recom- 
mends : 

(a) That the fullest use should be made of statutory 
and other machinery for the resolution of industrial dis- 
putes in a just and peaceful manner ; where it does not 
exist, it should bo created without delay. Such machinery 
should as far as possible be uniform throughout India. 

(b) The establishment of machinery central, regional 
and functional for the study and determination of fair 
wages and conditions of labour, and fair remuneration for 
capital, and methods for the association of labour in all 
matters concerning industrial production, such as the for- 
mation of central, regional and unit production com- 
mittees. 

(c) The constitution in each industrial undertaking of 
works committees, representing management and duly 
elected representatives of labour, for the settlement of any 
dispute which may arise from day to day. 

(d) That, as a first step towards improving the stand- 
ard of living of workers, immediate attention should be 
devoted to the problem of housing of industrial labour; the 
oost of such housing should be shared in suitable propor- 
tions between the Government, employers and labour, the 
share of labour being given in the shape of a reasonable 
rent. 

This conference invites labour and management to 
assist Govern inont to arrive at such agreements between the 
parties as will usher in a period of contented and orderly 
advancement towards a co-operative commonwealth. 
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THE CONGRESS ECONOMIC PROGRAMME 

COMMITTEE REPORT 

(25th January, 1948) 

The report is not a blue-print but an outline programme, 
the details of which are to be filled in by the Permanent 
Planning Commission which has been recommended. 

The aims and objects of the programme are : A quick 
and progressive rise in the standard of living of the people by 
expanding the volume of production and full employment 
of man-power and material resources ; the achievement of a 
minimum national income variable according to the cost of 
living and productive efficiency; the fixing of a ceiling for 
incomes which should bear a reasonable proportion to the 
national minimum; equitable distribution of the existing 
income and wealth and prevention of the growth of disparities 
in this respect with the progress of industrialisation; the widest 
diffusion of opportunities for occupations through an economy 
based on decentralisation and compatible with the require- 
ments of an adequate standard of living and the country's 
internal and external security, national and regional self- 
sufficiency and a proper balance between rural and urban 
economy. 

The main recommendations relating to agriculture are : 
Minimum levels of assured production of food, cotton and 
building materials in every province and every prescribed 
area on the basis of a scheme of balanced cultivation, removal 
of all intermediaries between the tiller and the State and 
replacement of all middlemen by non-profit-making agencies 
such as co-operatives; remunerative prices for basic agri- 
cultural products and living wage levels and relief of in- 
debtedness for agricultural workers; non-recurring permanent 
land improvement, like anti-erosion, etc., through direct 
investment by the State; farms to demonstrate efficient and 
modern methods of agriculture and pilot schemes for ex- 
perimenting with co-operative farming under state auspices; 
organisation of co-operative colonies on Government 
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unoccupied but cultivable lands; organisation of co-operative 
multi-purpose enterprises and unions for credit, processing 
and marketing and supply of manufactured goods from towns 
to villages; land generally to be owned by bona faU cultivators; 
fixing the maximum size of holdings and placing the surplus 
above the maximum at the disposal of the village co-opera- 
tives; consolidation of small holdings and prevention of 
further fragmentation; substitution of the land revenue 
system by progressive taxation of agricultural incomes; 
organisation of agricultural finance corporations operating 
through co-operative societies and statutory village pan- 
chayats witli well-defined powers and adequate financial 
resources; and machinery of conciliation between landless 
and landholding peasants. 

The main recommendations regarding industry (village, 
small-scale and heavy categories) and spheres of industries 
are that industries producing articles of food and clothing 
and other consumer goods should constitute the decentralised 
sector of Indian economy and should, as far as possible, be 
developed and run on a co-operative basis. Such industries 
should for the most part be run on cottage or small-scale 
basis. Larger units are inevitable in the case of heavy in- 
dustries, e.g., manufacture of machinery and other producer 
goods. The choice of size will be determined by the net 
balance of economic and social advantage, preference being 
for smaller as against larger units. 

To avoid economic insecurity and destructive com- 
petition, the respective spheres of large-scale, small-scale and 
cottage industries should be demarcated. In the conditions 
prevalent in our country, emphasis will be on providing 
opportunities for the employment of our unutilised or 
partially-utilised man-power and minimising tiie use of 
costly capital goods. Large-scale industry should be utilised 
to improve the economic basis and the operative efficiency 
of small-scale and cottage industries. Certain lines of 
manufacture should be reserved for cottage industries. 
Cottage industries may be protected from the competition 
of large-scale industries through stato control of competing 
large-scale industries, grant of subsidies or some method 
of price equalisation, control of investment and licensing of 
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new undertakings. 

Regional self-sufficiency should be the aim with regard 
to all types of industries. The location of industry should 
be so planned as to make a district of average size, having 
roughly a population of ten lakhs, as nearly self-sufficient 
as possible in respect of consumer goods supplying the 
daily needs of the people. Fiscal and other measures may 
be adopted to foster suitable industries in different regions, 
especially in depressed areas. 

The small-scale and cottage industries should be pro- 
moted on non-profit lines through industrial co-operatives 
under state auspices through non-official promotional 
bodies, Government being represented in them but not 
controlling them. The structure that is built up should be 
a strong federal structure, consisting of primary societies, 
their regional unions and the apex federation. The indus- 
trial co-operatives should do the purchases, sales, arrange- 
ment of tools, workshops, guidance and supervision. The 
major portion of the produce of these industries should be 
sold through consumers' and multi-purpose agriculturists' 
societies. To create the right type of leadership in the de- 
velopment of these industries a cadre of organisers, technicians 
and secretaries, etc., with pay and conditions of service 
similar to that in piiblic bodies, should be trained. 

Government should encourage the development of 
cottage industries by grant of direct loans and subsidies 
through co-operative societies in the initial stages, specially 
in the case of losing industries and new industries, by using 
their products in their Departments, organising propaganda 
and advertisement and arranging the demonstration of and 
training in the application of better tools and processes and 
undertaking and encouraging research for the purpose of 
developing these industries efficiently and for the better 
utilisation of the available natural resources through a per- 
manent Board of Research. 

New undertakings in defence, key and public utility 
industries should be started under public ownership. New 
undertakings which are in the nature of monopolies or which 
in view of their scale of operation serve the country as a 
whole or cover more than one province, should be run on 
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the basis of public ownership. This is subject to the limit 
of the State's resources and capacity at the time and the need 
of the nation to enlarge production and speed up develop- 
ment. 

In respect of existing undertakings, the process of 
transfer from private to public ownership should commence 
after a period of five years. In special cases, a competent 
body may, after proper examination, decide on an earlier 
transfer. The first five years should be treated as a period 
of preparation during which arrangements should be made 
to take over and run these iindertakings efficiently. The 
progress of transition to public ownership should be con- 
trolled so as to avoid dislocation of the economic life in the 
country. State acquisition of these industries should take 
place when the excessive margins of profits prevailing in the 
existing abnormal conditions have declined to a reasonable 
level in consequence of the fall in prices or under pressure of 
appropriate legislation or administrative measures. 

To secure the efficient development and conduct of 
public-owned industries, suitable administrative agencies 
should be set up, e.g., (1) creation of an Economic Civil 
Service which will furnish industry with executives of different 
grades, (2) training of requisite industrial cadre, (3) technical 
training and general education of the workers, (4) organisa- 
tion of research and information, (5) control of investment 
and of shares or strategic resources, and (6) intensive and 
detailed economic surveys. 

Departmental control should be confined to questions 
of policy. The system of statutory corporations should be 
developed with necessary adaptations to suit Indian con- 
ditions. 

In private industry the existing system of managing 
agency should bo abolished as early as possible. Private 
industry A\ill he subject to regulation and control in the 
interest of national policy in industrial development. 

Return on capital will be computed on employed 
capital, i.e. capital plus reserves. Distributed profits will 
be taxed at a higher rate than undistributed profits. A 
five per cent dividend in terms of employed capital will be 
the maximum limit for the distribution of profits. After 
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the date of declaration of the maximum limit, the amount 
of profits to be transferred to the reserve funds should be 
limited to such sums as in the opinion of competent autho- 
rity may be utilised for productive purposes by the industry 
or industries. Out of the profits earned in any year, tho 
surplus, after sotting apart throe per cent on employed 
capital as dividend and another portion to bo oar-marked 
by Government for schemes of sooial welfare and industrial 
improvement, will be shared between the workers and the 
shareholders in tho proportion to be fixed by Government 
the employer's share not exceeding in any year a third of the 
basic wage or the national minimum, whichever is higher. 

All resources available for investment should be subject 
to the control of the State. Tho State should sot up finance 
corporations. Banking and insurance should be nationalised. 

Stable and friendly relations between labour and capital 
should be maintained through profit-sharing and increasing 
association of labour with management in industry and tho 
establishment of works committees in each undertaking, 
regional labour boards witJi adequate and elected represen- 
tation of labour in each industry, settlement of all disputes 
through conciliation, arbitration and adjudication and 
guarantee of a minimum wage, proper housing and insurance 
against old age, sickness and unemployment. 

To have a balanced progressive economy in which re- 
gulated distribution will form an integral part of a com- 
prehensive economic plan for the country and to control 
wages and the prices of agricultural and manufactured 
commodities, distribution of consumer goods should be 
co-operatively organised. A multi-purpose co-operative 
society with branches for agricultural producers, consumers 
and small industries should be set up to develop an integrated 
economy for the village. Co-operative consumers' societies 
may bo organised for a locality or for groups of wage-earners 
and where possible for salary -earners in establishments of 
private or state concerns. The State may encourage the 
growth of the societies in various ways. 

Lastly, the Economic Programme Committee suggests 
that a Central Planning Commission should be appointed to 
.advise and assist Government in implementing the 
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programme. The nature of the present tax structure, the com- 
plexion of the country's foreign trade and the place of foreign 
capital in the development of the country's economy should 
also be examined by the Planning Commission, so that each 
of them might help the development of a free and self -suffi- 
cient economy on the lines indicated in the programme. 
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INDIA GOVERNMENT'S INDUSTRIAL POLICY 

STATEMENT 

(6th April, 1948) 

The Government of India have given careful thought to 
the economic problems facing the country. The nation 
has now set itself to establish a social order where justice 
and equality of opportunity shall be secured to all the people. 
The immediate objective is to provide educational facilities 
and heal tli services on a much wider scale, and to promote 
a rapid rise in the standard of living of the people by exploit- 
ing the latent resources of the country, increasing production 
and oiferiiig opportunities to all for employment in the 
service of the community. For this purpose, careful planning 
and integrated effort over the wholo field of national activity 
are necessary; and the Government of India propose to 
establish a National Planning Commission to formulate 
programmes of development and to secure their execution. 
The present statement, however, confines itself to Govern- 
ment's policy in the industrial field. 

Any improvement in the economic conditions of the 
country postulates an increase in national wealth. A mere 
redistribution of existing wealth would make no essential 
difference to the people and would merely mean the dis- 
tribution of poverty. A dynamic national policy must, 
therefore, be directed to a continuous increase in production 
by all possible means, side by side with measures to secure 
its equitable distribution. In the present state of the nation's 
economy, when the mass of the people are below the sub- 
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eistence level, the emphasis should be on the expansion of 
production, both agricultural and industrial; and in particular 
on the production of capital equipment, of goods satisfying 
the basic needs of the people, and of commodities the export 
of which will increase earnings of foreign exchange. i^J 

The problem of state participation in industry and the 
conditions on which private enterprise should be allowed to 
operate must be judged in this context. There can be no 
doubt that the State must play a progressively active role 
in the development of industries, but ability to achieve the 
main objectives should determine the immediate extent of 
state responsibility and the limits to private enterprise. 

Under the present conditions, the mechanism and the 
resources of the State may not permit it to function forthwith 
in industry as widely as may be desirable. The Government 
of India are taking steps to remedy the situation; in parti- 
cular, they are considering steps to create a body of men 
trained in business methods and management. They feel, 
however, that for some time to come, the State could contribute 
more quickly to the increase of national wealth by expanding 
its present activities wherever it is already operating and 
by concentrating on new units of production in other fields, 
rather than on acquiring and running existing units. Mean- 
while, private enterprise, properly directed and regulated, 
has a valuable role to play. 

On these considerations Government have decided that 
the manufacture of arms and ammunition, the production 
and control of atomic energy, and the ownership and manage- 
ment of railway transport should be the exclusive monopoly 
of the Central Government. Further, in any emergency, 
Government would always have the power to take over any 
industry vital for national defence. 

In the case of the following industries, the State, which, 
in this context, includes Central, Provincial and States' 
Governments and other public authorities like municipal 
corporations, will be exclusively responsible for the establish- 
ment of new undertakings, except where, in the national 
interest, the State itself finds it necessary to secure the 
co-operation of private enterprise, subject to such control 
and regulation as the Central Government may prescribe: 



APPEKDIOES 163 

(1) Coal (the Indian Coal-fields Committee's proposals 
will be generally followed), (2) iron and steel, (3) aircraft 
manufacture, (4) ship-building, (5) manufacture of telephone, 
telegraph and wireless apparatus, excluding radio receiving 
sets, (6) mineral oils. 

While the inherent right of the State to acquire any 
existing industrial undertaking will always remain, and will 
be exercised whenever the public interest requires it, 
Government have decided to let existing undertakings in these 
fields develop for a period of ten years, during which they 
will be allowed all facilities for efficient working and reason- 
able expansion. At the end of this period, the whole 
matter will be reviewed and a decision taken in the light of 
circumstances obtaining at the time. If it is decided that 
the State should acquire any unit, the fundamental rights 
guaranteed by the Constitution will be observed and com- 
pensation will be awarded on a fair and equitable basis. 

Management of state enterprises will, as a rule, be through 
the medium of public corporations under the statutory control 
of the Central Government, who will assume such powers 
as may be necessary to ensure this. 

The Government of India have recently promulgated 
a measure for the control by the State of the generation and 
distribution of electric power. This industry will continue 
to be regulated in terms of this measure. 

The rest of the industrial field will normally be open 
to private enterprise, individual as well as co-operative. 
The State will also progressively participate in this field ; 
nor will it hesitate to intervene whenever the progress of an 
industry under private enterprise is unsatisfactory. The 
Central Government have already embarked on enterprises 
like large river valley developments, which are multi-purpose 
projects of great magnitude, involving extensive generation 
of hydro-electric power and irrigation on a vast scale, and 
are calculated in a comparatively short time to change the 
entire face of large areas in this country. Projects like the 
Damodar Valley Scheme, the Kosi Reservoir and the Hirakud 
Dam are in a class by themselves and can stand comparison 
with any of the major schemes in America or elsewhere. 
The Central Government have also undertaken the produo* 
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tion of fertilizers on a very large scale, and have in view other 
enterprises like the manufacture of essential drugs, and of 
synthetic oil from coal. Many provincial and States' Govern- 
ments are also proceeding on similar lines. 

There are certain basic industries of importance, apart 
from those mentioned [earlier], the planning and regula- 
tion of which by the Central Government is necessary 
in the national interest. The following industries, whose 
location must be governed by economic factors of all-India 
import, or which require considerable investment or a high 
degree of technical skill, will bo subject to central regulation 
and control : salt, automobiles and tractors, prime movers^ 
electric engineering, other heavy machinery, machine tools, 
heavy chemicals, fertilizers and pharmaceuticals and drugs, 
electro-chemicals industries, non-ferrous metals, rubber 
manufactures, power and industrial alcohol, cotton and 
woollen textiles, cement, sugar, paper and newsprint, air 
and sea transport, minerals and industries related to defence. 

The above list cannot obviously be of an exhaustive 
nature. The Government of India while retaining the 
ultimate direction over this field of industry, will consult 
the Governments of the Provinces and States at all stages and 
fully associate them in the formulation and execution of 
plans. Besides these Governments, representatives of industry 
and labour will also bo associated with the Central Govern- 
ment in the Industrial Advisory Council and other bodies 
which they proposer! to establish, as recommended by the 
Industries Conference. 

Cottage and small-scale industries have a very important 
role in the national economy, offering as they do scope for 
individual, village or co-operative enterprise, and means for 
the rehabilitation of displaced persons. Those industries 
are particularly suited for the better utilisation of local 
resources and for the achievement of local self-sufficiency in 
respect of certain typos of essential consumer goods like 
food, cloth and agricultural implements. The healthy ex- 
pansion of cottage and small-scale industries depends upon 
a number of factors like the provision of raw materials, 
cheap power, technical advice, organised marketing of their 
produce, and, where necessary, safeguards against intensive 
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competition by large-scale manufacture, as well as on the 
education of the worker in the use of the best available 
technique. Most of these fall in the provincial sphere and 
are receiving the attention of the Governments of the Pro- 
vinces and the States. The resolution of the Industries 
Conference has requested^ the Central Government to in- 
vestigate how iar and in what manner these industries can 
be co-ordinated and integrated with large-scale industries. 
The Government of India accept this recommendation. It 
will be examined, for example, how the textile mill industry 
can be made complementary to, rather than competitive 
with the haridloom industry, which is the country's largest 
and best organised cottage industry. In certain other 
lines of production, like agricultural implements, textile 
accessories, and parts of machine tools, it should be possible 
to produce components on a cottage industry scale and 
assemble these into their final product at a factory. It will 
also be investigated how far industries at present highly 
centralised could be decentralised v,ith advantage. 

The resolution of the Industries Conference has re- 
commended that Government should establish a Cottage 
Industries Board for the fostering of small- scale industries. 
The Government of India accept this recommendation and 
propose to create suitable machinery to implement it. A 
cottage and small- scale industries directorate will also be set 
up within the Directorate- General of Industries and Supplies. 

One of the main objectives will be to give a distinctly 
co-operative bias to this field of industry. During and before 
the last war, even a predominantly agricultural country 
like China showed what could be done in this respect, and 
her mobile industrial co-operative units were of outstanding 
assistance in her struggle against Japan. The present 
international situation is likely to lessen to a marked degree 
our chances of getting capital goods for large-scale industry, 
and the leeway must bo made up by having recourse to small- 
size industrial co-operatives throughout the country. 

Government, however, recognise that their objective, 
namely, securing the maximum increase in production, 
will not be realised merely by prescribing the respective 
spheres of state and private enterprises in industry; it is 
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equally essential to ensure the fullest co-operation between 
labour and management and the maintenance of stable and 
friendly relations between them. A resolution on this 
subject was unanimously passed by the Industries Conference 
which was held in December last. 

Amongst other things, the resolution states : "The 
system of remuneration to capital as well as labour must be 
so devised that while in the interests of the consumers and 
the primary producers, excessive profits should be prevented 
by suitable methods of taxation and otherwise, both will 
share the product of their common effort after making 
provision for payment of fair wages to labour, a fair return 
on capital employed in the industry and reasonable reserves 
for the maintenance and expansion of the undertaking/* 

Government accept this resolution. They also consider 
that labour's share of the profits should be on a sliding scale 
normally varying with production. They propose, in ad- 
dition to the over- all regulation of industry by the State, 
to establish machinery for advising on fair wagns, fair remu- 
neration for capital and conditions of labour. They will 
also take steps to associate labour in all matters concerning 
industrial production. 

The machinery which Government propose to set up 
will function at different levels, Central, regional and unitary. 
At the Centre, there will be a Central Advisory Council, 
which will cover the entire field of industry, and will have 
under it committees for each 'major industry. Those com- 
mittees may be split up into sub -committees dealing with 
specific questions relating to the industry, namely, production, 
industrial relations, wage fixation, and distribution of profits. 
The regional machinery under the Provincial Governments 
will be Provincial Advisory Boards which, like the Central 
Advisory Council, will cover the entire field of industry 
within the province. They will have under them provincial 
committees for each major industry. The provincial com- 
mittees may also be split up into various nub -committees 
dealing with specific questions relating to production, 
wage fixation and industrial relations. Below the pro- 
vincial committees will come the works committees and 
the production committees attached to each major industrial 
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establishment. 

The works committees and the production committees 
will be bi-partite in character, consisting of representatives 
of employers and workers only, in equal numbers. All other 
committees will be tripartite, with representatives of Gov- 
ernment, employers and workers. 

Government hope that the machinery proposed will 
substantially reduce the volume of industrial disputes. In 
the case of unresolved conflicts, Government trust that 
management and labour will, in their own interests and in 
the larger interests of the country, agree to settle them 
through recognised channels of conciliation and arbitration, 
which will be provided by Government. The industrial 
relations machinery, both at the Centre and in the Provinces, 
is being strengthened, and permanent industrial tribunals 
are being established for dealing with major disputes. 

The Government of India are also taking special steps 
to improve industrial housing as quickly as possible. A 
scheme for the construction of one million workers* houses 
in ten years is under contemplation, and a Housing Board is 
being constituted for this purpose. The cost will be shared 
in suitable proportions between Government, employers 
and labour, the share of labour being recovered in the form 
of a reasonable rent. 

In order to ensure quick decisions on the various matters 
arising out of the Industrial Truce resolution, Government 
are appointing a special officer. 

The Government of India agree with the view of the 
Industries Conference that, while it should be recognised 
that participation of foreign capital and enterprise, parti- 
cularly as regards industrial technique and knowledge, will 
bo of value to tho rapid industrialisation of the country, it is 
necessary that the conditions under which they may parti- 
cipate in Indian industry should be carefully regulated in the 
national interest. 

Suitable legislation will be introduced for this purpose, 
and such legislation will provide for the scrutiny and approval 
by the Central Government of every individual case of 
participation of foreign capital and management in industry. 
It will provide that, as a rule, the major interest in ownership 
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and effective control should always be in Indian hands, but 
power will be taken to deal with exceptional cases in a 
manner calculated to serve the national interest. In all 
cases, however, the training of suitable Indian personnel for 
the purpose of eventually replacing foreign experts will be 
insisted upon. 

The Government of India are fully alive to their direct 
responsibility for the development of those industries which 
they have found necessary to reserve exclusively for state 
enterprise. They are equally ready to extend their assistance 
to private or co-operative enterprise in the rest of the in- 
dustrial field, and in particular, by removing transport 
difficulties and by facilitating the import of essential raw 
materials to the maximum possible extent. 

The tariff policy of Government will be designed to 
prevent unfair foreign competition and to promote the 
utilisation of India's resources without imposing unjustifiable 
burden on the consumer. The system of taxation will be 
reviewed and readjusted where necessary to encourage saving 
and productive investment and to prevent undue concen- 
tration of wealth in a small section of the population. 

The Government of India hope that this elucidation 
of their intentions on the fundamental aspects of industrial 
policy will remove all misapprehensions, and they are con- 
fident that a joint and intensive effort will now be made by 
labour, capital and the general public, which will pave the 
way for the rapid industrialisation of the country. 
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BIRLA PLAN FOR INDUSTRIAL DEVELOPMENT 

(26th May, 1948) 

A five-year plan for the industrial and economic deve- 
lopment of India, involving a total expenditure of Rs. 1,220 
crores, which will bring in a national income of Rs. 1,101 
crores at the end of the period, is suggested by Mr G. D. 
Birla in a pamphlet, issued towards the end of May, 1948. 
A total investment of nearly Rs. 1,220 crores in five years 
comes to Rs. 244 crores per year, which is much less than 
what is recommended in the Bombay Plan. During 1943-46, 
in three years, India made a total public investment of 
Rs. 1,950 orores, or Rs. 650 crores on an average per year, 
without any special effort. Our present annual income is 
expected to be of the order of Rs. 5,280 crores and thus the 
investment proposed is only 4.6 per cent of the national 
income, which is quite a modest figure. 

Out of Rs. 1,220 crores proposed in five years, about 
62 per cent is to be invested by Government and only 3$ 
per cent by private enterprise. But in the last resort, the 
whole of it may have to come out of the pocket of the pri- 
vate investor. 

The estimates of the new expenditure work out as follows: 

Agriculture Rs. 345 crores. 

Afforestation Rs. 7 crores. 

Industry and Mining Rs. 428 crores. 

Power Rs. 50 crores. 

Transport and Communications Rs. 260 crores. 

Social Rs. 125 crores. 

Tourist traffic Rs. 5 crores. 

India shall have to import capital equipment from 
abroad to execute the plan and for this purpose foreign 
currency will bo needed. The need estimated comes to 
about Rs. 517 crores. Our sterling resources, for the time- 
being, are uncertain since we do not know how much of it 
will be left to us for immediate use, and for the present we 
should treat the balances only as a reserve. For foreign 
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exchange, we should depend to a larger extent on our export 
surpluses. Our existing exchange resources will have 
to be used very sparingly. It may be possible to raise a 
loan in America. Eventually, we shall have to rely more 
on indigenous production of capital goods requirements 
too. 

Rs. 517 crores out of a total investment of Rs. 1,220 
crores which will have to be spent in foreign countries to 
import the necessary equipment for construction of various 
industries visualized in the plan, is not a big figure. The 
average for each year comes to Rs. 103 crores. It is true 
that the position of deliveries from England is not at all hopeful 
and yet to purchase goods worth Rs. 103 crores annually 
from foreign countries, especially America, is a very modest 
task. Proper planning is necessary because, apart from 
equipment, India will need large amounts of nteel and 
cement, which, it is hoped, will be available in India itself. 
It will, however, be necessary to make a proper inventory 
of India's specific needs and then, if necessary, send a pur- 
chase mission to America to arrange for plant. 

The question of industrial peace and co-operation 
between labour and capital is a sine qua non of all future 
progress. Workers have to be educated to realize that 
industrial peace is as much in their interest as anyone else's. 
Higher wages, better houses, better working conditions and 
-all other amenities can come only out of hard work and 
increased production and not through strikes and disputes. 
Indian labour needs good, adequate and balanced food and 
comfortable living. A fair standard of all their needs has 
to be estimated and wages fixed at that level. Once a policy 
is laid down, the State thereafter should not allow either the 
employer or the worker to deviate from it. 

The plan stresses the need to work on three shifts if 
immediate expansion of production is to be achieved. 

The Bombay Plan (of which Mr Birla was one of tha 
signatories) had suggested an investment of Rs. 1,400 crores 
in the first five years, based on old prices. Based on new 
prices, it would come to about Rs. 4,220 crores against the 
present suggestion of only Rs. 1,220 crores. 

Particular emphasis is laid on a correct monetary policy 
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which will be such as to foster confidence, promote saving 
and also encourage reinvestment. If such a policy is adopted 
no difficulty will be experienced in finding Rs. 1,220 crores 
in five years. ".** . 

The preface to the plan emphasizes that for any cons- 
tructive work to be planned and executed, the first essential 
is peace and security. 

We shall have, therefore, to maintain our army expendi- 
ture at a level that would ensure perfect peace at home and 
abroad. Without public co-operation, however, peace could 
not be preserved by the police or the army. And public 
co-operation will depend substantially on the psychology of 
the people that Government policy can create. In a demo- 
cracy, public confidence in the Government is very essential. 
If the composition of the Government in the provinces as 
well as at the Centre cannot command complete confidence 
in the integrity as well as in the ability of its Ministers, it 
fails to get public co-operation and cannot survive long. 
And continuity being an essential factor in any long-term 
planning, a stable Government is the first desideratum. The 
criticism often heard at present, in public as well as private 
circles, is in some cases against integrity, in others against 
ability, of some of the provincial Ministers. It is ominous. 
To take it lightly is unwise. 

The plan warns against any tampering with the budget, 
the currency or the credit of the country. All novel ex- 
periments should be tabooed. Finance is a tender plant 
which cannot stand the slightest atmospheric disturbance. 

Emphasizing the need to maintain confidence in business 
and financial circles it is asserted that the worst method to 
attract private capital is to deliver unbalanced speeches and 
make amateurish experiments in financial and labour fields. 
If pure socialism is the aim, then the whole plan has to take 
a different shape. Management and ownership being purely 
a state affair, no reassurance to private enterprise is needed. 

On the other hand, if even a part of the task is to be 
performed by private enterprise, and modified and controlled 
capitalism is to be given a chance, then Government cannot 
afford to scare business; and definite action has to be taken 
to attract its co-operation. While not suggesting A th 
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adoption of the 19th century laissez-fai re policy in the present 
state of India, co-operation from every quarter, and not 
the least from the business community, is extremely im- 
portant for success and its importance should not be 
underrated. 
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